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Summary

This report contains 12-year enrollment demand projections for California’'s
three public higher education systems, an analysis of campus physical capac-
ity and projected capital outlay costs, and a discussion of economic trends and
California’s ability to sell bonds to finance future higher education construc-
tion. The report isamajor update to the Commission’s 1995 report, A Capac-
ity for Growth, and contains numerous findings and conclusions. Among
them:

+ Some 714,753 more students will seek to enroll at a California college or
university by 2010;

¢ That student body will be the most diversein State history;

+ Cdifornia public higher education has some current excess capacity but
must have considerably more in order to accommodate all who would de-
sireto enroll;

¢ The State will need to spend some $1.5 billion per year for at least the next
10 to 12 years to maintain existing higher education facilities and to pro-
vide for the expected enroll demand increases,

+ Cdifornias economy has produced multi-billion dollar budget surpluses
in recent years and can expect more; and

+ Given expanded Genera Fund projections and a modest expansion of debt
service levels, California could afford annual sales of some $4.5 hillion in
genera obligation bonds.

The Commission approved this report at its meeting of February 6, 2000.
Questions about the substance of the report may be directed to the Commis-
sion staff at (916) 445-7933. Copies of this and other Commission reports
may be ordered by e-mail at PublicationReguest@cpec.ca.gov|, or by writing
the Commission at 1303 J Street, Suite 500, Sacramento, Ca. 95814-2938; or
by telephone at the above telephone number. Please visit the Commission
Website at www.cpec.ca.gov|for more information about education beyond
high school.
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An Open Letter to the Teopfe of Gaﬁfornz’a
About %ouzb{z}zy /or %oyress in the 21 i Gen/ury

Dear Californian: April 2000

The California Postsecondary Education Commission is pleased to present Providing for
Progress. California Higher Education Enrollment Demand and Resources into the 21%
Century. For the past decade, the Postsecondary Education Commission has remained focused
on improving both access to, and the quality of, higher education in our state for the current and
future generations of students. The outset of a new century provides a meaningful juncture at
which California can both assess its progress to date and, more important, set a course to meet
the postsecondary education challenges ahead.

In this report and its related/companion document, Policy for Progress. Reaffirming
California Higher Education Accessibility, Affordability, and Accountability into the 21%
Century (CPEC Report 00-3), the Commission forecasts that California colleges and universities
will be asked to accommodate over 715,000 more students by 2010. This report explains how
the Commission reached this conclusion, examines who those students are, what the state’s
higher education institutions must do to expand their existing classroom and facility capacity,
and how the State can finance these necessary changes.

This report presents a series of findings and conclusions the Commission believes will be
vital in helping policy makers, educators, and others chart a course for higher education into the
new century. What is clear is that we cannot rely on “business as usual” to carry the day. We
must all strive to be innovative, imaginative, and bold in meeting the challenges ahead. The
Commission will continue to work toward these goals and to ensure that California higher
education remains avital vehicle in providing for progress for al.

Sincerely,

Guillermo Rodriguez, Jr. Warren H. Fox, Ph.D.
Chair Executive Director
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Executive Summary, Findings,
and Conclusions

Executive
summary

At the outset of the 21% Century, California faces the certainty of phenomenal
demographic growth and change in an environment of prospective continued
economic prosperity. Policy makers will be challenged in every quarter to
anticipate and respond to these conditions. Decisions made today will shape
the lives of all Californians tomorrow.

Nowhere is that challenge greater, or the stakes higher in terms of sustaining
the State' s future, than in higher education. Demographic changes, economic
conditions, educational reforms, progress in preparing students from all
groups and locales for college, and other factors will converge to produce his-
toric increases in demand for higher education enrollment.

That projected demand raises questions about both the capacity at California
colleges and universities to handle such increases as well as our ability and
willingness to fund such growth from public sources. How we answer these
and related questions will be critical in determining if California can provide
for progress by sustaining the opportunity for quality education beyond high
school. As the State’s higher education planning and coordinating agency,
the California Postsecondary Education Commission is vitally interested in
helping find those answers. That is the central focus of this report.

DISPLAY 1-1 Headcount Enrollmentsin California Public Higher Education,
1960 to 1997; and Projected Enrollments, 1998 to 2010
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California has been at a similar crossroads before and triumphed. In the three
decades following World War 1, a surge of students, termed Tidal Wave I,
threatened to swamp the then-existing public higher educational facilities.
The utility of the era's leaders’ visionary response, including the develop-
ment of the historic California Master Plan for Higher Education and the fi-
nancing and construction of many, many new public college and university
campuses, proved itself for decades. Concomitantly, the positive role of
higher education -- both in serving students and, sparking technological inno-
vation through campus-centered research -- in the State’s subsequent overall
economic and socia gainsiswell documented.

Today, the question is whether California postsecondary enrollment growth
will be “...moderate and steady by historical standards’ as some contend
(Legidlative Analysts Office, 1999), or be the “Tidal Wave II” of burgeoning
demand, on an order of magnitude exceeded only by the historic growth in
the postwar years, cited by former University of California President Clark
Kerr. Californias historic college enrollment patterns, as well as the Com-
mission’s projected future growth, are shown in Display 1-1. It illustrates,
and other datain this report support, the Commission’s thesis that, not only is
“Tidal Wavell” redl, it is, rather than being imminent, already underway.

In carrying out its planning function (see Appendix B), the Commission has
engaged in an ongoing assessment of higher education enrollment demand
and the State’s ability to accommodate it. The 1995 Commission report, A
Capacity for Growth: Enrollments, Resources, and Facilities for California
Higher Education, 1993-94 to 2005-06 (June 1995), accurately projected sig-
nificant increases in enrollment demand to 2005.

This new report updates those projections through the current decade to 2010,
revealing an enrollment growth trend that is stronger still. Commission
analysis supports a projected increase of 714, 753 students by the end of this
decade (a 12-year period from fall 1998 to 2010). It is certain, too, that this
will be the most diverse group of studentsin the State’s history. In that light,
the Commission has assessed the present capacity of higher education facili-
ties, concluding that more public higher education capacity will be needed
across the board before the end of the decade. Also updated in this report are
the State' s higher education capital outlay needs. These are now projected to
add up to some $1.5 billion every year for the next 10 to 12 years, a signifi-
cant increase over the Commission’s 1995 estimates.

Among the questions raised by these findings for California policymakers
and educators are the following:

* How much should California spend to maintain its current public colleges
and universities?

* Should existing campuses be expanded, should new campuses be built
and, if so, how many and where?

* Will new technologies aid in student instruction, expand distance learn-
ing, and impact enrollment demand?



*  Will higher education operationa innovations like more summer sessions
and networked off-campus centers help expand capacity?

* Can Cdlifornia afford pay-as-you-go financing to expand public college
enrollment capacity?

* How much bonded debt can California assume prudently, and how much
should go to higher education?

This report, therefore, offers a thorough and solid analytical base and back-
drop for a serious, ongoing public policy discussion concerning higher educa-
tion in this decade and beyond. Based on this analysis, a number of Commis-
sion findings and some concluding remarks are set forth below. However, a
more comprehensive policy discussion and set of recommendations are in a
companion report, Policy for Progress. Reaffirming California Higher Edu-
cation, Accessibility, Affordability, and Accountability Into the 21% Century.
Together, these reports provide a comprehensive overview of the higher edu-
cation challenges and the opportunities now before California.

Finding and crafting answers for these challenges will be complicated by
other issues, including the expanding role of technology, the State’s growing
ethnic diversity, and increasing competition for public monies from areas like
health care, transportation, the environment, and corrections.

A strong and resilient economy has produced a surplus in the 2000-01 State
budget that may run as high as $9 hillion. Such prosperity, if it continues,
offers great opportunity to address the challenges posed by the projected en-
rollment increases. However, coming close after the worst recession in 60
years, there is ample reminder that such economic good times cannot and will
not last indefinitely. Given these imperatives, how policymakers, educators,
and the public respond will help determine if the State’s higher education in-
stitutions can continue to provide the impetus behind, and the means by
which, Californiawill experience the progress that leads to the collective well
being of its citizens.

Findings

The findings and conclusions in this report are those of the Commission
alone. However, the Commission staff was aided in producing this report by
numerous individuals, including members of a Long-Range Planning Com-
mittee with representatives from across the higher education spectrum (a
complete list of acknowledgements and committee members is in Appendix
A).

Based on the analyses in this report, the Commission offers the following
findings:

Enrollment projections

1. Cdiforniafaces a powerful enrollment demand surge in the coming dec-
ade that is generally referred to as “Tidal Wave Il.” Between 1998 and
2010, the Commission anticipates an increase of 714,753 students (35.8

3



percent) prepared to seek enrollment at all levels in the public higher
education sector.

This will be the most diverse student body in State history with respect
to academic and career interest, demographic makeup, socioeconomic
status, and preferred learning style. Representation of Latino and Asian
students should increase significantly due primarily to their projected
population growth. The numerical representation of African American
and Native American students in higher education will increase substan-
tially, athough their proportional representation will remain virtually
unchanged.

2. About 72.3 percent, or 516,801 more students, will result from popula-
tion growth and changes in the class size of public high school graduates.
The remaining 27.7 percent, or 197,952 students, will result from im-
proved college participation rates.

3. Each public higher education system will experience substantial enroll-
ment demand growth: 35.9 percent at the California Community Col-
leges (CCC), 37.1 percent at the California State University (CSU), and
32.4 percent at the University of California (UC). Undergraduates will
account for about 95.2 of this demand. Undergraduate demand will total
over 2.25 million by 2005, before climbing to 2.57 million by 2010.

Enrollment capacity

4. Overdl, Cdifornia public higher education has some current excess ca-
pacity but, without building new facilities and/or using existing facilities
more efficiently, will soon be unable to accommodate all who would de-
sireto enroll.

The University of Californiais at capacity now, and will need space for
an additional 49,329 full-time equivalent (FTE) students by 2010-11.
The California State University has excess capacity for an additional
13,982 FTE students that will be gone by 2002-03. By decade's end,
CSU will need space for an additional 68,416 students. The community
colleges have excess capacity for 73,272 FTE students, which will be
filled by 2002-03. Thereafter, the community colleges will need capac-
ity for an additional 226,518 students.

California’s independent colleges and universities are growing rapidly
too, although reported to now have about 23,000 unfilled student spaces,
with another 12,300 spaces opening by 2010.

5. Cadlifornia public higher education has 116.7 million assignable sgquare
feet of space on 137 campuses, plus several dozen permanent educa-
tiona centers. 45.6 percent at UC, 23.8 percent at CSU, and 30.6 per-
centin CCC.

6. Classrooms and teaching laboratories, the primary determinants of en-
rollment capacity, comprise 5.9 percent of the space at UC, 23.5 percent
at CSU, and 44.5 percent of the CCC space.



Existing formulas that determine such enrollment capacity in California
public higher education appear obsolete. The California State University
is engaged in a promising major effort to revamp facilities planning and
administration.

The Commission’s estimates of unused capacity take into account the
“mismatch problem,” which reflects the fact that there is seldom a per-
fect fit between facilities and students, since some facilities exist at un-
derutilized campuses. In addition, class size and facility size also ex-
perience mismatches.

Capital outlay costs

8.

10.

Oveadl, the Commission estimates that California will need to spend
$1.5 billion per year for each of the next 10 to 12 years, and quite possi-
bly longer, both to maintain the existing physical plant, and to provide
for the strong enrollment demand expected during that time. The annual
needs in the three public systems of public higher education are as fol-
lows: University of California— $618.1 million; California State Univer-
sity — $358.7 million; California Community Colleges — $526.1 million.

Campus construction and renovation costs have risen since 1995. The
Commission estimates that the cost of new construction a UC will be
$525 per assignable square foot (ASF), with renovation costs at $240 per
ASF. Comparable costs at CSU are $390 and $240, respectively; costs at
CCC are estimated at $350 and $210, respectively.

The Commission’s estimated cost of maintaining the existing higher
education physical plant is now $681 million per year and, due to the
factors noted above, are up significantly since 1995.

Between 1998-99 and 2010-11, the Commission now estimates that
California public higher education will need to spend $821.4 million per
year for enrollment growth, including the large initial expenditures for
the new UC Merced campus. This was estimated at $400 million per
year in 1995.

Economic and fiscal forecast

11.

12.

Cdlifornia is in the midst of an economic boom that may be unprece-
dented in its history. It has produced multi-billion dollar surplusesin the
State treasury for the past severa years, and promises to deliver more
such surpluses in the future.

Most recent economic forecasts, including the Commission’s 1995 pro-
jection, are conservative. However, afew economists and other analysts
suggest that there is a confluence of demographic and technological fac-
tors that are reinforcing each other to produce the current level of growth
in national Gross Domestic Product (GDP), which is averaging about
four percent per year when adjusted for inflation.



13.

14.

Since 1994, the national and State economies have been marked by both
strong growth and low inflation which, historically, is an unusual combi-
nation. The strong probability is that this has been made possible by ex-
tremely strong productivity gains created by personal computers running
sophisticated software, and by a telecommunications revolution of which
the Internet is the centerpiece. The productivity gains measured by the
Department of Commerce may be, like those for GDP, underestimates of
thereal gains.

The Department of Finance has projected national GDP growth for the
next 10 years at 2.5 percent, which is close to the consensus forecast.
The Department’s California General Fund growth assumptions relate
closely to this national rate, and average 5.4 percent per year between
1998-99 and 2010-11. The Commission believes that it is much more
likely that real GDP growth will be close to four percent, and that Gen-
eral Fund growth will, accordingly, be greater than currently predicted,
producing surpluses through at least 2008, and perhaps longer. It is
likely that the General Fund will grow, at least through 2008-09, at arate
of 6.5 percent per year.

Debt capacity

15.

16.

17.

A 1999 State Treasurer report, Smart Investments, suggests that Califor-
nia's current ability to finance general obligation bonds and other debt
instruments has grown because of the strong economy. There have been
11 elections for general obligation bonds in the past three decades, of
which eight have passed. In general, the losing measures came during
recessions or periods of economic uncertainty (1976, 1990, 1994). The
size of the bond issue appears to bear no relation to the outcome of the
election.

As a genera rule, California should not permit debt service (principal
and interest repayments on bonds and related debt issues) to exceed 6.0
percent of General Fund revenues. Present debt service is 3.8 percent,
based on 1999-00 revenue projections. Following this rule, and based on
the Commission’s revenue projections, California could sell over $5 bil-
lion in Genera Obligations bonds each year, assuming voter approval, an
amount exceeding the total indicated necessary by State agencies, ex-
cluding the State Department of Transportation.

The State Treasurer notes in that report that selling sufficient bonds to
raise the debt service to five or six percent might place undue burdens on
the General Fund, recommending that California limit itself to selling be-
tween $3 and $3.5 billion in bonds per year. However, with the Com-
mission’s expanded General Fund projections and a modest expansion of
debt service levels, it appears that California could afford annual sales of
$4.5 billion.

Because public higher education’s share of total statewide capital outlay
need, excluding transportation, is between 20 and 25 percent, the three



systems could expect to receive about $1 billion per year, assuming voter
approval of the bond issues at these projected levels.

Conclusions  Asiit enters the 21% century, California must prepare for an enrollment surge
in higher education that has only one meaningful precedent in its history: the
great flood of post-World War 1l and “Baby Boom” entrants that became
known as the enrollment “Tidal Wave.” That group swelled the existing pub-
lic campuses — and led to the creation of dozens more in the three systems —
over a period of 30 years that can easily be divided into two eras. The first
was the 1945 to 1960 post-war era, with the second coming between 1960-
1975 when the baby boomers matriculated, and California achieved a world-
wide reputation for wisdom and foresight through its Master Plan for Higher
Education in California. The challenge of growth faced then was unprece-
dented, but the challenge for California’s future may be no less of a test of
commitment and resource allocation.

The Commission hopes that the present generation of policy makers will ex-
ercise as much prudence and good judgment as those of previous eras. How-
ever, if they are to do so, they must be given a clear picture of the challenges
ahead. Such is the primary purpose of this report, to define the challenge,
and to define as well the resources that will be available to meet it.

It is likely that the present technological and communications revolution will
bring further changes at a rapid pace, and just when the policy leadership
faces al of the usual challenges associated with demographic and economic
expansions. Yet, in spite of the challenges to be faced in the next decade, the
Commission believes there are many reasons for Californians to be optimis-
tic. As great as the challenge is of finding the necessary resources to meet
the Tidal Wave Il enrollment demand, there is ample reason to believe the
resources will be present to do the job.

Higher education planning has been an ongoing Commission concern, al-
though it has not always expressed such optimism. In 1995, the Commission
concluded that there was almost no way to meet the capital outlay needs of
higher education identified at the time. Today, with the continuing economic
boom, and in spite of the fact that the needs have grown dramatically from
$1.0 billion per year to $1.5 billion per year, it is time to alter that point of
view. Thisisnot to say that California can, or should, meet all of higher edu-
cation’s capital outlay needs by passing ever greater general obligation bond
issues, but it does appear that bonds can now meet at least two-thirds of the
need, and perhaps more. For the remainder, there are some obvious candi-
dates.

For the community colleges, there is alarge reservoir of unused debt capacity
a the loca level, a capacity that exists because of the great difficulty in
achieving a two-thirds vote for bond approvals. If that requirement is re-
duced to a simple majority, as is currently proposed in Senate Constitutional
Amendment No. 1 (O’ Connell), it would be a relatively simple matter to re-
quire a 50-50 match between the State and local community college districts
(an initiative for a simple majority failed on the March 2000 ballot). Such
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changes as those might add several hundred million dollars to the available
pool of funds, and virtually close the gap between the need and the available
resources. It islikely that private fund raising, particularly at the University
of California, could raise al of the remaining funds needed by that system.

The current general obligation bond issue, Proposition 1A, provided $2.5 bil-
lion in capital outlay funding over afour-year period that ends with the 2001-
02 fiscal year. That amount provides the three public systems with $625 mil-
lion in funding per year, far short of the need identified in this report. When
these resources are expended, it is likely that a new issue will be offered for a
vote, probably in November 2002. If it is again a four-year offering, the
Commission believes the amount should be for $4 billion, to be expended at
the rate of approximately $1 billion per year. If the requirement for super
majorities for community college elections cannot be relaxed, then the Legis-
lature should consider a larger bond issue of about $5 billion. Even an
amount that large, given the fiscal projections contained in this report, should
not unduly strain General Fund resources.

The Commission also recognizes that recent advances in information tech-
nology and digital electronics are creating exciting and unprecedented oppor-
tunities for enhancing teaching and learning at al instructiona levels. Al-
though distributed learning arrangements, in particular, are providing stu-
dents with greater flexibility and options for completing their educational
goals, statewide planning efforts are needed to tie such arrangements to the
student access challenges resulting from the burgeoning growth in new stu-
dent demand. Enrollment issues facing higher education must be addressed
by a combination of expanded physical facilities, increased uses of existing
physical resources, and greater use of information technology. In its next
technology study, the Commission intends to consider in greater depth how
various facets of technology-mediated environments can enhance both stu-
dent access and success.

Cdlifornia's Master Plan has rested for aimost 40 years on a tripod about
which there was been a wide and resilient consensus. accessibility, quality,
and affordability. During past college enrollment surges, resources have
been arrayed to build the necessary facilities. When recessions have necessi-
tated resource reductions that have an impact on quality, California has al-
ways found a way to recoup before permanent damage was done. And, when
student fees escalated rapidly — usually due to economic reversals — Califor-
nia has greeted better times with fee reductions or a refusal to impose further
increases.

In the immediate future, the two booms — in enrollment demand and eco-
nomic growth — offer a challenge to policy makers and educators that is
unique in most lifetimes. It is not just the singular challenge of accommodat-
ing enrollment growth, nor the chalenge of managing a resilient economy;
there is ample precedent for both. Today's chalenge is not only to find a
way to enroll the new tidal wave of students and to spend probable budget
surpluses wisely, it is also the challenge of finding ways to do business dif-



ferently, to bring about changes in both economic and educational cultures
occasioned by technology’ s overwhelming effects on everyone' s lives.

More than anything, this era encompasses not only the trials occasioned by
growth, but one of those exceedingly rare windows of opportunity where re-
sources grow at such rates that one generation is given the chance to build a
solid foundation for the next. An earlier generation, and the only one that
ever saw economic growth at the levels anticipated, and already experienced,
for this one — the generation that governed from 1900 to 1930 — failed in that
responsibility as the Great Depression wiped out most of what had been
gained. This generation has a similar opportunity, one that we hope will be
seized and administered with greater wisdom.
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Historic Precedent,
Prior Commission Projections,
New Challenges

Historic precedent

During most of the mid-portion of the 20" century, dramatic increases in
California higher education enrollment demand, and the necessity for educa
tors and policymakers to respond, was nearly constant. A review of this his-
toric precedent provides a prospective for more current trends.

That areal wave of students was coming was certain to the post-WWII plan-
ners who oversaw the first phase of Tidal Wave | higher education enroll-
ment demand that occurred between 1945 and 1960. The Master Plan Survey
Team aso responded in that era by creating the California Master Plan for
Higher Education and alerting the Governor and the Legislature to a need to
create new campuses to house the growing cadre of students who would
make up the second swell of the wave -- the period between 1960 and 1975.
College enrollment increases slowed considerably for the next 20 years. To-
day, if enrollment demand were projected to be no more than that experi-
enced over the last severa decades, a strong argument could be made that
only routine measures need be taken to provide for a slowly growing future
higher education complex. But if a second great surge of students is coming
-- and Commission analysis in this report shows clearly that Tidal Wavelll is
reality -- then business-as-usual will clearly be insufficient.

Growth in higher education enrollments between 1950 and 1997 is shown in
Displays 2-1 and 2-2.* For the University of California and the State Col-
leges (as they were then called), however, there was steep growth between
1945 and 1950, as Gl Bill-funded WWII veterans enrolled. University en-
rollments grew from 30,913 to 42,639, a 37.9 percent increase; State Colleges
grew from 7,907 to 30,502 in that same five-year period, a 385.8 percent in-
crease. From that point, the two displays offer graphic evidence of the mag-
nitude of the first tidal wave.

The second great enrollment surge from 1960 to its crest in 1975 occurred
when 1.2 million additional students enrolled in California higher education
(shown previoudly in Display 1-1). Growth slowed for the next 20 years,
even showing overall declines in haf of those years. Overdl, total enroll-
ment between 1975 and 1995 grew from 1.7 million to 1.8 million, an in-
crease of 6.5 percent for the entire period.

! It would have been useful to go back to 1945, but data for the community colleges in those
years are too unreliable.
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DISPLAY 2-1 Higher Education Enrollments, 1950 to 1997

Total Annual Total Annual
Headcount Per cent Headcount Per cent
Y ear Enrollment Change Year | Enrollment Change

1950 206,921 N/A 1974 | 1,550,617 N/A
1951 199,890 -3.4% 1975 | 1,724,201 11.2%
1952 207,002 3.6% 1976 | 1,688,060 -2.1%
1953 246,385 19.0% 1977 | 1,760,624 4.3%
1954 274,596 11.4% 1978 | 1,593,875 -9.5%
1955 302,294 10.1% 1979 | 1,686,732 5.8%
1956 343,804 13.7% 1980 | 1,833,739 8.7%
1957 382,001 11.1% 1981 | 1,888,925 3.0%
1958 426,691 11.7% 1982 | 1,806,712 -4.4%
1959 444,516 4.2% 1983 | 1,702,860 -5.7%
1960 484,292 8.9% 1984 | 1,612,633 -5.3%
1961 530,285 9.5% 1985 | 1,646,142 2.1%
1962 579,319 9.2% 1986 | 1,708,552 3.8%
1963 632,404 9.2% 1987 | 1,761,466 3.1%
1964 696,784 10.2% 1988 | 1,853,369 5.2%
1965 777,548 11.6% 1989 | 1,928,834 4.1%
1966 826,973 6.4% 1990 | 2,048,610 6.2%
1967 891,746 7.8% 1991 | 2,024,737 -1.2%
1968 975,832 9.4% 1992 | 2,022,148 -0.1%
1969 1,053,361 7.9% 1993 | 1,873,141 -7.4%
1970 1,177,188 11.8% 1994 | 1,838,965 -1.8%
1971 1,243,467 5.6% 1995 | 1,835,372 -0.2%
1972 1,414,794 13.8% 1996 | 1,899,921 3.5%
1973 1,550,617 9.6% 1997 | 1,958,976 3.1%

Source: Department of Finance, Demographic Research Unit; Smelser, 1974.

Prior Commission In 1995, the Commission presented an ordered framework for the enrollment
Projections. growth that was, even then, being widely predicted. That report, A Capacity
A Capacity for Growth (CPEC, 1995b), projected total enrollment growth in the three
for Growth public higher education systems of 455,190 headcount students between Fall
1993 and Fall 2005, a 12-year growth rate of 1.8 percent per year.

These 1995 enrollment projections have proven accurate, as shown in Dis-
play 2-3 below, and were so chiefly because the related computer model ac-
counted for two primary variables: (1) first-time freshman participation rates
by racia/ethnic group; and (2) persistence rates among previously enrolled
students. Other factors, such as community college transfers, out-of-state en-
rollments, and specia action admissions were also considered, but the projec-
tion accuracy depended heavily on the two primary determinants of enroll-
ment size.
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DISPLAY 2-2 Headcount Enrollmentsin California
Public Higher Education, 1950 to 1997
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Source: Department of Finance, Demographic Research Unit; Smelser, 1974.

Once the enrollment demand projection was finalized, space needs could be
assessed. The Commission did this through a thorough analysis of both exist-
ing physical inventories and the space and utilization standards employed to
measure overall capacity (see Appendix B for the function and purpose of
long-range planning). That analysis suggested that, although considerable
excess higher education capacity existed in 1994, due primarily to enrollment
losses occasioned by the recession and related budget reductions, it would
soon evaporate as the enrollment surge began and improved budgetary sup-
port permitted greater access. In addition, the Commission noted that the ex-
isting physical plant of public higher education required a large alocation of
resources on a regular basis just to maintain its usefulness. In total, the
Commission estimated that California needed to spend about $1 billion per
year, every year, on both existing and new facilities for at least the 12-year
duration of the estimate. Of that amount, about $600 million per year was
needed just to maintain the existing physical plant, with another $400 million
per year needed for the projected increased college enrollment demand.

The projection of $1 billion per year for capital outlay surprised some, par-
ticularly because actual capital outlay appropriations had been running at less
than half of that amount in most years (Display 2-4). There was, however,
little doubt on the part of knowledgeable analysts and policy makers that the
Commission’s funding estimate was reasonably accurate. A year later, the
Department of Finance reported that the total capital outlay need for Califor-
nia higher education was even higher at about $1.4 billion per year (DOF,
1996).
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DISPLAY 2-3 Comparison of 1994 and 1995 Enrollment Projections by the
California Postsecondary Education Commission (CPEC) and the
Demographic Research Unit of the Department of Finance (DRU)

Percent Difference

Year (Fall DRU"1994

Term) Actual CPEC Basdline Series CPEC DRU
University of California

1994 121,940 128,873 121,800 1.59% -0.11%

1995 123,948 125,404 120,900 1.17% -2.46%

1996 126,260 126,936 121,800 0.54% -3.53%

1997 128,976 128,468 124,300 -0.39% -3.63%

1998 132,700 130,004 127,400 -2.03% -4.00%
California State University

1994 258,960 261,508 250,600 0.98% -3.23%

1995 264,023 261,474 245,300 -0.97% -7.09%

1996 272,642 264,042 247,200 -3.15% -9.33%

1997 276,054 268,894 254,000 -2.59% -5.54%

1998 278,597 273,746 261,700 -1.74% -6.45%
California Community Colleges

1994 1,357,615 1,337,085 1,400,000 -1.51% 3.12%

1995 1,336,300 1,355,358 1,418,200 1.43% 6.13%

1996 1,407,335 1,374,562 1,430,500 -2.33% 1.65%

1997 1,453,000 1,435,063 1,454,200 -1.23% 0.08%

1998 1,475,000 1,488,052 1,485,600 0.88% 0.72%

1. Demographic Research Unit, Department of Finance.

Source: Demographic Research Unit; CPEC Staff Analysis

DISPLAY 2-4 Bond Appropriations for California
Public Higher Education, 1990-91 to 1999-00
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California was not prepared in 1995 to finance sums of that magnitude, nor
were there any indications that bond issues large enough to do so were either
economically feasible or politically saleable. The Commission’s analysis
suggested then that the State could probably afford to sell about $500 million
in bonds per year for higher education without exceeding a debt service cell-
ing generally accepted to be 6.0 percent of General Fund revenues. At that
time, this forced the Commission into an uncomfortable conclusion:

While the data indicate that support budget funding may be mini-
mally adequate, the prospects for capital outlay funding are excep-
tionally poor. Given an annual need of approximately $1 billion --
about 61 percent to maintain the existing physical plant, and about
39 percent for expansion -- the Commission can find no combina-
tion of practical possibilities that would produce savings or revenue
sufficient to satisfy the total need. Under the best of circumstances,
it may be possible, through strong local efforts from community col-
lege districts, greater fund raising by the two university systems, the
passage of bond issues, and more efficient operation, to raise about
half to two-thirds of the needed funds (CPEC, 1995b, p. 10).

Most other subsequent projections of capital outlay need have confirmed the
Commission’s estimate, if not raised it. Voters also approved a $9.2 billion
education bond issue in November 1998 (Proposition 1A), of which $2.5 bil-
lion was earmarked for public higher education, and available 1998-99 and
2001-02, with approximately equal shares to the three public systems. Of the
total, $165 million will be alocated for new campuses, newer and growing
campuses, and educationa centers, all in the 2000-01 and 2001-02 fiscal
years. The anticipated expenditure of $625 million per year for public higher
education is still far short of the $1 billion or more the Commission believed
was necessary in 1995.

The challenge
of growth

As Cadlifornia looks to its future, the dominant theme is growth: in popula-
tion, in school enrollments, in higher education enrollments, and in the State's
economy. Display 2-5 gives one of the primary reasons why thisis so. It
shows birth rates from 1942 to 1996, clearly demonstrating the great surge
known as the “Baby Boom” and its offspring, the “Baby Boom Echo.” Ex-
perts differ about the time span of the first boom, but the chart shows that it
crested in 1963, and did not fall appreciably until 1966. It would be fair to
state that the boom peaked between 1957 and 1965, years that explain a great
deal about what is happening in California higher education today, and what
will happen in the near future.

People born at the peak of this era reached their normal child-producing years
between 1982 and 1990. Their children will reach the primary college-going
age groups between 2000 and 2008, which is the core of Tidal Wave Il, and
the primary reason for the tremendous enrollment demand surge projected in
this report between 1998 and 2010, when California’'s higher education
growth rate is projected to be over 2.5 percent per year in the three public
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systems. However, birthrates alone do not explain this strong growth in en-
rollment demand.

DISPLAY 2-5 California Birth Rate History, 1942 to 1996
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Today, both the United States and California are in the midst not only of a
demographic boom among primary college-going age groups, but also a great
economic boom that has been produced largely by their parents. These two
generations, the younger about to enter higher education, and the older,
which ranges in age from about 40 to 55, now in its prime earning and spend-
ing years, are largely responsible for this multi-faceted array of growth phe-
nomena. The latter group has, since the early 1990s, helped produce an eco-
nomic renaissance in America that has generated surpluses in both the state
and national treasuries, with some forecasters predicting even greater eco-
nomic growth to come in the next decade.

In the past few years, real growth in the United States Gross Domestic Prod-
uct has been about 4.0 percent per year, afigure considerably above historical
norms, and one thought to be inflationary under traditional economic models.
This growth rate has produced a soaring stock market, the lowest unemploy-
ment rate in at least a generation, a nationwide construction boom, and even
the prospect of retiring a substantial portion of the national debt, all with
minimal inflation. In California, asin many other states, it has also prompted
consideration of expanded debt financing, perhaps even by enough to finance
the State’s total infrastructure needs, including highways, parks, water pro-
jects, prisons, schools, and colleges and universities.

Many have speculated that the current non-inflationary growth surge has
been energized by technology-driven productivity increases, increases as sub-
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stantial as those created by the railroads, automobiles, the assembly line,
electrification, and the telephone in the late 19™ and early 20" centuries.
Those inventions and others changed America from a large agrarian economy
into a world power over a 30- to 40-year period and, while that great boom
ended terribly in the Great Depression, many of its effects are still in evi-
dence today. As much may be said of the current revolution in computers,
software, telecommunications, financial services, engineering, medicine, bio-
technology, and a host of other activities. Many have expressed hope that
this boom, when it ends, will do so without the wholesale disruption of soci-
ety experienced in the 1930s. However it ends, the current economic boom
will affect the United States and California for many decades into the future.

Relatedly, a number of planners and futurists have noted that workers in the
future will have to be retrained as many as six or seven times during their ca-
reers (Dolence and Norris, 1995). That need has swelled higher education’s
enrollments even further, and will probably continue to do so for many years
to come.

In the next five chapters, the Commission sets forth its projections for in-
creasing enrollment demand already evident in higher education (Chapter 3),
analyzes the current enrollment capacity of the State’s colleges and universi-
ties (Chapter 4), assesses the capital outlay costs estimates associated with
maintaining and expanding the physical plant needed to meet California's
future higher education needs (Chapter 5), further examines the current econ-
omy (Chapter 6), and looks finally at California's current and potential
bonded debt capacity (Chapter 7).
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Measuring the Wave: California
Public College and University
Enrollment Demand to 2010

I ntroduction

This section contains enrollment demand projections for California public
colleges and universities between 1998 and 2010. The Commission’s 1995
enrollment study, which covered the period from 1993 to 2005, was under-
taken just as the State and nation were beginning to recover from the reces-
sion of the early 1990s that coincided with rising student fees, declining State
support for higher education, and declining college participation.

However, Cdlifornia's six consecutive years of economic expansion since
1994 has enabled lawmakers to begin stabilizing student fees and expenses
and to start restoring vital educational support services. Given that the pur-
suit of intellectual development, curiosity, and discovery is generally recog-
nized as the cornerstone of a vibrant American economy and society, it is not
surprising that the State’'s present economic recovery has been marked by a
return of undergraduate participation rates toward peak pre-recession aver-
ages of the late 1980s. Many educational planners, however, are amazed to
find college participation returning to historical averages at a brisk pace
slightly more pronounced than anticipated by the Commission in 1995.

In deriving its enrollment demand projections, the Commission consulted ex-
tensively with enrollment planners from each of the State’s public higher
education systems and with analysts from the Demographic Research Unit of
the Department of Finance (DRU). Although the Commission and DRU
have reached similar conclusions about the State’ s overall enrollment demand
outlook through year 2010, each agency used somewhat different methodol o-
giesin estimating student demand.

The Commission’s model can be characterized best as a bottom-up approach
to enrollment demand modeling, whereas DRU’s model might be described
best as a top-down approach. With respect to four-year public universities,
the bottom-up approach is based on the premise that the majority of under-
graduate students that will be enrolled in public institutions in year 2010 have
not yet begun college. Because most University of California (UC) under-
graduates either graduate or leave permanently within seven years, the Uni-
versity’s enrollment in 2010 will likely consist of all continuing students who
are expected to begin matriculating in year 2003 or later. Because the Cali-
fornia State University (CSU) enrolls significant numbers of part-time work-
ing adults, and because CSU students usually graduate or leave permanently
within eight years, the State University’s enrollment in 2010 likely will con-
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sist of al continuing students who are expected to begin matriculating in
2002 and | ater.

The Commission made analytic judgments in estimating the future participa-
tion rate of various groups of first-time freshmen and transfer students, and
then incorporated these rates, along with the most current information avail-
able on college persistence and graduation patterns, into a series of life-tables
to ssimulate the likely enrollment life-span and history of undergraduate stu-
dents from entry to final departure from an institution. The resulting long-
range enrollment demand estimates, covering the out years 2005 to 2010,
were compared against each system’s current undergraduate population base
to derive an annual average compounded change rate that was applied over
the immediate five-year period, 1999 to 2004. In contrast, the top-down ap-
proach involved applying continuation and graduate rates to each system’'s
present undergraduate population, and then in a forward manner, adding-in
successive projected cohorts of entering freshmen and transfer students to
derive expected enrollment levelsin 2010.

Both approaches used similar methods to estimate community college en-
rollment demand. The estimation process involved reviewing historical
community college rates by age-group and ethnic-racial group and deriving
projected rates by considering pertinent factors related to educational equity,
systemwide strategic planning initiatives, intersegmental compacts, and the
economic and labor market needs of the state. A complete description of the
Commission’s enrollment demand model is provided in Appendix C.

Enrollment
demand overview

Based on a careful analysis of recent demographic, cognitive, and socioeco-
nomic factors presumed to influence going-college behavior, the Commission
forecasts an amost unprecedented 35.8 percent increase in student demand
for the State's public colleges and universities by Fall 2010. As shown in
Display 3-1, total student public enrollment is expected to climb from a stu-
dent headcount of 1,998,374 in Fal 1998 to 2,713,127 by Fall 2010. The
percentage change in student demand translates to a numerical increase of
714,753 more students than in Fall 1998. The Commission’s Baseline Fore-
cast is close to the most recent enrollment estimates prepared by DRU (Dis-
play 3-2). Nearly three-fourths of new student demand is expected to result
from the State's projected population growth and changing demography. If
college-going rates remain constant at current Fall 1998 levels, as reflected
by the Commission’s Low Alternative Forecast, California would need to
prepare for a minimum 25.9 percent increase in college and university en-
rollments, or 516,801 additional students (Display 3-3).

Undergraduate demand estimates are expected to account for about 97.5 per-
cent of new student enrollments (Display 3-4). The undergraduate estimates
were derived in part through consideration of four general assumptions re-
lated to student preparedness and the state’ s demographic and economic out-
look (Display 3-5). Assumptions that are specific to each postsecondary
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DISPLAY 3-1 Higher Education Enrollment Demand, California Public Colleges
and Universities, Fall 1998 to Fall 2010 (Headcount Students)
1999 CPEC Baseline Projection Series (Undergraduate and Graduate)

California
Community California State University of
Year (Fall Term) Colleges Univer sity California Grand Total
1998 1,475,000 349,804 173,570 1,998,374
1999 1,512,567 359,401 177,741 2,049,709
2000 1,551,199 368,919 181,546 2,101,664
2001 1,590,929 378,298 185,514 2,154,741
2002 1,631,790 388,039 189,692 2,209,521
2003 1,673,819 397,773 193,971 2,265,563
2004 1,717,052 407,750 198,436 2,323,238
2005 1,761,525 418,018 203,085 2,382,628
2006 1,807,279 429,568 207,980 2,444,827
2007 1,854,353 441,403 213,065 2,508,821
2008 1,902,789 453,388 218,395 2,574,572
2009 1,952,629 466,433 223,952 2,643,014
2010 2,003,918 479,485 229,724 2,713,127
Percent Change 35.9% 37.1% 32.4% 35.8%
gti%';'rﬁga' 528,918 129,681 56,154 714,753

Source: CPEC Staff Analysis.
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DISPLAY 3-3 Higher Education Enrollment Demand, California Public Colleges
and Universities, Fall 1998 to Fall 2010 (Headcount Sudents)
1999 CPEC Low Alternative Projection Series (Undergraduate and Graduate)

California
Community California State University of
Year (Fall Term) Colleges Univer sity California Grand Total
1998 1,475,000 349,804 173,570 1,998,374
1999 1,502,748 357,732 176,706 2,037,186
2000 1,531,095 365,505 179,427 2,076,027
2001 1,560,054 373,061 182,260 2,115,375
2002 1,589,640 380,894 185,249 2,155,783
2003 1,619,869 388,634 188,282 2,196,785
2004 1,650,755 396,528 191,443 2,238,726
2005 1,682,315 404,620 194,724 2,281,659
2006 1,714,564 412,742 198,185 2,325,491
2007 1,747,519 421,124 201,767 2,370,410
2008 1,781,198 430,435 205,520 2,417,153
2009 1,815,617 440,800 209,424 2,465,841
2010 1,850,794 450,920 213,461 2,515,175
Percent Change 25.5% 28.9% 23.0% 25.9%
Additional 375,794 101,116 39,891 516,801
Students
Source: CPEC Staff Analysis.
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system are addressed later in appropriate subsections of this chapter. The
graduate demand estimates cited in this report were developed by DRU and
are expected to account for about 2.5 percent of the total student demand.
The Commission, however, increased DRU’s graduate projections for the
University of California to account for 12,207 students expected to seek en-
rollment each year in the system’ s graduate health science programs.

Demographic
determinants
of demand

The Commission’s enrollment projections are heavily influenced by antici-
pated changes in the size and composition of recent high school graduates,
and by changes in adult college-age populations. Approximately 72 percent
of the projected increase in enrollment demand is expected to result from
popul ation growth alone.

According to the Department of Finance's DRU report, County Population
Projections with Race/Ethnic Detail (DOF, December 1998), California’'s
total population will nearly double over the series’ 50-year projection period
— from 29.8 million in 1990 to 58.7 million by the year 2040. By 2011, the
Department of Finance predicts that more than 40 million people will live in
California. Moreover, the state's population will continue to become more
diverse. By July 2001, no single racial/ethnic group will comprise a majority
of the population. California also will continue to see changes in college-age
population groups that will drive programmatic and capacity decisions for all
public institutions of higher education. The growth and diversity anticipated
in Californias population as a whole reflect the changes in student demand
that are anticipated in public higher education through 2010.

Although the State’'s college-age population (15 to 59 years of age) is ex-
pected to increase substantially between 1999 and 2010, it is not the first time
California has faced a significant increase in enrollment demand. The State's
first student tidal wave, driven by the post-war Gl Bill enrollees and dramatic
birth-rate increases, crested in 1963. Display 2-5 in the previous chapter
shows this “Baby Boom” period and the declines of the 1970s. Children of
the “boomers’ -- the so called “baby boom echo” -- is the group driving the
current demand for more classrooms and teachers in the State’'s public
schools, and that will fuel the demand for higher education through 2010, and
quite possibly beyond.

DRU also estimates that there will be 373,533 public high school graduates
by the year 2010. This represents an overall 29.2 percent increase in the
number of California public high school graduates between 1997-98 and
2010, and an annual average growth rate of 2.7 percent beginning in 1998.
Display 3-6 shows high school graduates by ethnicity through 2008. At the
national level, it is estimated that there will be approximately 3.2 million high
school graduates by 2007-08 (WICHE, 1998).
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DISPLAY 3-5 General Assumptions for the Baseline Forecast

Demogr aphic outlook

It is assumed that the most recent population projections prepared by the Department of Finance will
remain reasonably accurate and reliable over the next 12 years. In particular, it is anticipated that Califor-
nia's traditional college-age cohort (age 18 to 24) will grow more than twice as rapidly as the State’s
genera population. Within this age category, the Latino population is expected to increase by 59 percent,
thereby adding 601,755 persons to California s base population, while Asian ethnic categories collectively
are projected to increase by 47 percent, thereby adding 545,310 persons to the State’s population. The
growth rates of all other ethnic-racial groups are expected to affect the size of Californias traditional
college-age cohort only moderately. A complete discussion of the State’s demographic outlook is pro-
vided in the next section of this chapter.

College persistence and graduation rates

With few exceptions, it is assumed that current college persistence and graduation rates by ethnic-racial
group (African American, Asian, Latino, Native American, and White/Other), admission status (first-time
freshmen or first-time transfer), and admissions basis (regular or special action admit) will remain fairly
constant throughout the projection period. Differential graduation rates of various student groups are
expected to have an appreciable impact on future enrollment levels. For example, a projected persistence
rate of .80 means that 80 percent of an entering freshmen class is expected to re-enroll each semester until
graduation, whereas a persistence rate of .50 means that half the students of an entering freshmen class are
likely to leave an ingtitution permanently before earning a degree, and thereby, generate less student
demand in the long run.

Outreach improvement programs and student preparation

It is assumed that the college preparedness and academic achievement of primary and secondary students
will remain a high priority of both the California Legislature and the State’s public postsecondary sys-
tems. During the 1998-99 budget year, the Legislature provided over $60 million in additional funds to
local school districts to expand academic preparation programs. Governor Davis has pledged to support
and expand these efforts even further during his administration. Both the University of California and
State University intend to expand their outreach programs to address the full range of cognitive and
environmental factors associated with college eligibility and student success. The two systems also plan
to place greater emphasis on its early outreach programs that target students beginning in the 4™ grade.
The Commission assumes that the student improvement programs and the expanded outreach efforts will
begin demonstrating positive program effects during the later part of the projection period.

Economic growth

California’'s economic expansion and growth is expected to remain strong well into the next decade.
Accordingly, the Commission anticipates persona income to increase by 7.0 percent per year at least
through 2008, which trandlates to a State General Fund revenue growth rate of about 6.5 percent per year.
This means that student fee increases are likely to be moderate and predictable in the near future, thereby
making a college education affordable for more California families. A healthy national economy also is
expected to keep interest rates on federal student loan programs reasonably low (i.e., less than 8.25
percent).
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DISPLAY 3-6 1998 Department of Finance Projections of California Public

High School Graduates by Ethnicity, in Numbers and

Percentage Change, 1997-98 to 2009-10

African Native
Academic Year American Asian Latino  American  White Total
Numbers
1997-98 21558 42,426 89,416 2,524 129,923 285,847
1998-99 22,334 44384 94,558 2,591 133,666 297,533
1999-00 22,437 45,874 97,284 2,670 136,452 304,717
2000-01 22,798 46,714 100,299 2,679 137,924 310,414
2001-02 23,358 46,910 104,214 2,846 138,216 315,544
2002-03 24,197 47,083 108,228 2,818 140,879 323,205
2003-04 25,202 46,114 112,229 2,899 138,999 325,443
2004-05 26,365 47,617 116,977 2,950 137,056 330,965
2005-06 27,481 50,175 124,250 2,971 139,076 343,953
2006-07 29,037 50,419 130,577 3,188 140,228 353,449
2007-08 29,783 51,899 144,956 3,297 143,598 373,533
2008-09 29,231 51,688 149,640 3,149 136,376 370,084
2009-10 27,992 53,067 154,545 3,235 130,616 369,455
Total Change 6,434 10,641 65,129 711 693 83,608
Percent Change
1998-99 3.60% 4.62% 575% 2.65% 2.88% 4.09%
1999-00 046% 3.36% 288% 3.05% 2.08% 241%
2000-01 1.61% 1.83% 3.10% 0.34% 1.08% 1.87%
2001-02 2.46% 0.42% 3.90% 6.23% 0.21% 1.65%
2002-03 359% 037% 3.85% -098% 193% 243%
2003-04 415% -2.06% 3.70% 287% -1.33% 0.69%
2004-05 4.61% 3.26% 4.23% 1.76% -140% 1.70%
2005-06 4.23% 5.37% 6.22% 0.71% 1.47% 3.92%
2006-07 5.66% 0.49% 5.09% 7.30% 0.83% 2.76%
2007-08 2.57% 294% 11.01% 3.42% 2.40% 5.68%
2008-09 -185% -041% 323% -449% -5.03% -0.92%
2009-10 -4.24%  2.67% 3.28% 273% -4.22% -0.17%
Total Change 29.85% 25.08% 72.84% 28.17% 0.53% 29.25%

Source: 1998 Projection Series, Demographic Research Unit, Department of Finance.
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California reflects great diversity in its geography, climate, and its people.
Display 3-7 shows how the four major ethnic groups are expected to change
between 1993 and 2010. Hispanic-Latinos and Asian and Pacific Islanders
will continue to be the fastest growing racial-ethnic groups. The Asian and
Pacific Islander population is projected to increase by 4.0 percent by 2010
while the Hispanic-Latino group is expected to increase by 7.0 percent over
the same period. Not shown on this display is the Native American popula-
tion, which is expected to remain relatively stable at 0.6 percent of the state’s
population over the next three decades, before decreasing slightly to 0.5 per-
cent by 2040.
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Looking further ahead, the Hispanic-Latino group will comprise nearly 48
percent of California’s population by 2040. The African American propor-
tion of the population is projected to remain relatively stable over the next 39
years at 7.0 percent before declining to about 5.5 percent by year 2040.

Demographic data also revea important changes and trends expected in Cali-
fornias college-age populations. The Demographic Research Unit projects
that there will be more than 24 million Californian's between the ages of 15
and 59 by the year 2010 (DOF, December 1998). Collectively, this group
will comprise 61 percent of Californias population. Within this group, the
State's traditional college-going age-groups are projected to grow twice as
rapidly as the State's general population. The 18-19 age-group is expected to
increase at an average annual rate of 3.5 percent, or two and a half times the
genera population growth rate of 1.4 percent, whereas the 20-24 age group is
expected to increase at an annual rate of 2.6 percent, or about twice the gen-
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era rate. The 25-29 age group is expected to grow at a much slower rate,
increasing by 8.2 percent over the projection period while the 30-49 age
group is projected to decline by 0.6 percent by 2010 (Display 3-8).
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Projected
enrollment
demand at the
University

of California

The University of Californiais comprised of eight general campuses and one
health science campus that served 173,570 total studentsin Fall 1998 through
program offerings in nearly 300 academic disciplines and fields. A tenth uni-
versity campus is being planned in the Central Valley at Merced that is ex-
pected to be open by Fal 2005~ The California Master Plan accords the
University exclusive public responsibility (excluding joint programs) for doc-
toral and professional education in law, medicine, dentistry, and veterinary
medicine. Traditionally, the University selects its freshmen entering class
from among the top one-eighth of high school graduates statewide.

Recently, a growing number of educators and public officials have begun to
express concerns over the disparities that currently exist in public instruction
across the state’' s geographic regions and school districts that are presumed to
affect college digibility. For example, student performance on various stan-
dard achievement measures suggests that some schools are more successful
than others in promoting student learning and academic success. Moreover,
it has been observed that not all schools offer the same number of Advanced
Placement courses, which may make it more difficult for some graduates of
low-performing high schools to gain admission to the most selective UC
campuses, such as Berkeley and UCLA. To help adjust for differencesin the
quality of instruction among school districts and geographic regions, UC has
proposed to expand its eligibility pool to include students whose academic

! The Governor’s Proposed 2000-2001 State Budget calls for opening the Merced campus in
2004.
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performance on the traditional college preparatory courses ranks them in the
top 4.0 percent of the graduating seniors of their particular high school. This
additional method of judging student success and achievement in relation to
one’'s immediate environment and educational circumstances is expected to
enhance the validity and fairness of the university’ s eligibility pool.

Based in part on recent increases in freshmen participation rates, anticipated
improvements in the number of community college transfers, and expanded
outreach support programs and services, the Commission’s Baseline Forecast
reveals that total student demand for UC will increase by 32.4 percent to
229,724 students by 2010 (Displays 3-9 and 3-10). Undergraduate demand is
expected to increase by 38.2 percent over the next 12 years to 183,456, indi-
cating a need for the University to accommodate 50,757 additional under-
graduates by Fall 2010 (Display 3-10). The resulting annual growth rate of
2.74 percent is dlightly lower than the change rate reflected in DRU’ s enroll-
ment estimates for the University. If participation rates remain constant at
Fall 1998 levels, as revealed by the Commission’s Low Alternative Forecast,
UC would need to prepare for a 26.0 percent increase in demand, or 34,494
additional undergraduate (Display 3-11).

The Commission’s 1995 enrollment study projected that University under-
graduate enrollments would reach 152,930 by Fall 2005. The Commission’s
latest undergraduate demand figures contained in this report are now about
4.0 percent higher. The current forecast indicates that undergraduate demand
will top 159,510 by 2005, and then climb to 183,456 by 2010. These
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DISPLAY 3-10 University of California Total Enrollment Demand, Fall 1998 to Fall 2010

1999 CPEC Basdline Projection Series (Undergraduate and Graduate)

Racial/Ethnic Category (Under graduate Students)
Trans-
Year tory/ Total
(Fall | African/ Native | White/ | Nonres. | Under- |Graduate] Grand
Term) | American| Asian Latino |American| Other Alien graduate Studentst| Total
1998 5,096 45,602 18,158 1,235 59,954 2,654 132,699 | 40,871 173,570
1999 5,230 47,453 19,034 1,266 60,412 2,721 136,117 | 41,624 | 177,741
2000 5,369 49,378 19,952 1,299 60,874 2,792 139,664 | 41,882 181,546
2001 5,510 51,382 20,915 1,332 61,339 2,866 143,344 | 42,170 185,514
2002 5,656 53,468 21,924 1,366 61,807 2,942 147,162 | 42,530 189,692
2003 5,805 55,637 22,982 1,400 62,280 3,021 151,126 | 42,845 193,971
2004 5,958 57,895 24,091 1,436 62,755 3,104 155,239 | 43,197 198,436
2005 6,115 60,245 25,253 1,473 63,235 3,189 159,510 | 43,575 | 203,085
2006 6,277 62,690 26,471 1,510 63,718 3,278 163,944 | 44,036 | 207,980
2007 6,442 65,234 27,749 1,549 64,205 3,370 168,548 | 44,517 | 213,065
2008 6,612 67,881 29,087 1,588 64,695 3,465 173,330 | 45,065 | 218,395
2009 6,787 70,636 30,491 1,628 65,189 3,565 178,296 | 45,656 | 223,952
2010 6,966 73,503 31,962 1,670 65,688 3,668 183,456 | 46,268 | 229,724
Percentage Changes
Racial/Ethnic Category (Under graduate Students)
Trans-
Y ear tory/ Total Total
(Fall African/ Native White/ Nonres. Under- | Graduate| percent
Term) | American| Asian Latino | American| Other Alien graduate | Students'| Change
1999 2.64% 4.06% 4.82% 2.55% 0.76% 2.53% 2.58% 1.84% 2.40%
2000 2.64% 4,06% 4.82% 2.55% 0.76% 2.61% 2.61% 0.62% 2.14%
2001 2.64% 4,06% 4.82% 2.55% 0.76% 2.63% 2.63% 0.69% 2.19%
2002 2.64% 4.06% 4.82% 2.55% 0.76% 2.66% 2.66% 0.85% 2.25%
2003 2.64% 4.06% 4.82% 2.55% 0.76% 2.69% 2.69% 0.74% 2.26%
2004 2.64% 4,06% 4.82% 2.55% 0.76% 2.72% 2.72% 0.82% 2.30%
2005 2.64% 4,06% 4.82% 2.55% 0.76% 2.75% 2.75% 0.88% 2.34%
2006 2.64% 4,06% 4.82% 2.55% 0.76% 2.78% 2.78% 1.06% 2.41%
2007 2.64% 4.06% 4.82% 2.55% 0.76% 2.81% 2.81% 1.09% 2.45%
2008 2.64% 4.06% 4.82% 2.55% 0.76% 2.84% 2.84% 1.23% 2.50%
2009 2.64% 4,06% 4.82% 2.55% 0.76% 2.87% 2.87% 1.31% 2.54%
2010 2.64% 4,06% 4.82% 2.55% 0.76% 2.89% 2.89% 1.34% 2.58%
Total
Change 36.7% 61.2% 76.0% 35.2% 9.6% 38.2% 38.2% 13.2% 32.4%

1. Graduate Enrollment Projections, developed by Department of Finance, have been adjusted each year by 12,207
to account for graduate students enrolled in U.C. health science programs.

Source: Demographic Research Unit; CPEC Staff Analysis.

revised demand estimates, however, are not quite as high as some university
planners have envisioned. There are several reasons why the Commission
expects undergraduate demand to increase less rapidly than some have sug-
gested. First, the Commission has observed that, although the annual
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DISPLAY 3-11 University of California Total Enrollment Demand, Fall 1998 to Fall 2010

1999 CPEC Low Alternative Projection Series (Undergraduate and Graduate)

Racial/Ethnic Category (Under graduate Students)
Trans-
Y ear tory/ Total
(Fall | African/ Native | White/ | Nonres. | Under- | Graduate| Grand
Term) | American| Asian Latino |American| Other Alien graduate Students'| Total
1998 5,096 45,602 18,158 1,235 59,954 2,654 132,699 | 40,871 173,570
1999 5,166 47,133 18,837 1,243 60,002 2,702 135,082 | 41,624 | 176,706
2000 5,238 48,715 19,541 1,251 60,049 2,751 137,545 | 41,882 179,427
2001 5,310 50,351 20,272 1,258 60,097 2,802 140,090 | 42,170 | 182,260
2002 5,383 52,041 21,029 1,266 60,145 2,854 142,719 | 42,530 | 185,249
2003 5,458 53,788 21,816 1,274 60,193 2,909 145,437 | 42,845 | 188,282
2004 5,533 55,594 22,631 1,282 60,241 2,965 148,246 | 43,197 191,443
2005 5,610 57,460 23,477 1,290 60,289 3,023 151,149 | 43575 | 194,724
2006 5,687 59,389 24,355 1,298 60,337 3,083 154,149 | 44,036 | 198,185
2007 5,766 61,383 25,265 1,306 60,385 3,145 157,250 | 44,517 | 201,767
2008 5,845 63,444 26,210 1,314 60,433 3,209 160,455 | 45,065 | 205,520
2009 5,926 65,574 27,190 1,323 60,481 3,275 163,768 | 45,656 | 209,424
2010 6,008 67,775 28,206 1,331 60,529 3,344 167,193 | 46,268 | 213,461
Percentage Changes
Racial/Ethnic Category (Under graduate Students)
Trans-
Y ear tory/ Total Total
(Fall African/ Native White/ Nonres. Under- | Graduate| percent
Term) | American| Asian Latino |American| Other Alien graduate Students' Change
1999 1.38% 3.36% 3.74% 0.63% 0.08% 1.80% 1.80% 1.84% 1.81%
2000 1.38% 3.36% 3.74% 0.63% 0.08% 1.82% 1.82% 0.62% 1.54%
2001 1.38% 3.36% 3.74% 0.63% 0.08% 1.85% 1.85% 0.69% 1.58%
2002 1.38% 3.36% 3.74% 0.63% 0.08% 1.88% 1.88% 0.85% 1.64%
2003 1.38% 3.36% 3.74% 0.63% 0.08% 1.90% 1.90% 0.74% 1.64%
2004 1.38% 3.36% 3.74% 0.63% 0.08% 1.93% 1.93% 0.82% 1.68%
2005 1.38% 3.36% 3.74% 0.63% 0.08% 1.96% 1.96% 0.88% 1.71%
2006 1.38% 3.36% 3.74% 0.63% 0.08% 1.98% 1.98% 1.06% 1.78%
2007 1.38% 3.36% 3.74% 0.63% 0.08% 2.01% 2.01% 1.09% 1.81%
2008 1.38% 3.36% 3.74% 0.63% 0.08% 2.04% 2.04% 1.23% 1.86%
2009 1.38% 3.36% 3.74% 0.63% 0.08% 2.06% 2.06% 1.31% 1.90%
2010 1.38% 3.36% 3.74% 0.63% 0.08% 2.09% 2.09% 1.34% 1.93%
Total
ch 17.9% 48.6% 55.3% 7.8% 1.0% 26.0% 26.0% 13.2% 23.0%
ange

1. Graduate Enrollment Projections, developed by Department of Finance, have been adjusted each year by 12,207
to account for graduate students enrolled in U.C. health science programs.

Source: Demographic Research Unit; CPEC Staff Analysis.

number of first-time freshmen from California high schools to UC has in-
creased steadily since 1993-94, the annua number of community college
transfers to UC over the same period has declined steadily. Thus, the fresh-

men contribution to past undergraduate levels has been partially offset by de-
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clining transfer demand. Although some UC planners anticipate the univer-
sity serving 14,500 community college transfer students annually by year
2005, as is called for in the Community College Transfer Agreement Com-
pact, the Commission expects this transfer enrollment target to be reached no
sooner than 2007-08.

Second, although the University has achieved great success in attracting and
enrolling increasing numbers of regularly admissible Latino and African
American first-time freshmen since 1993, the improvements have been less
dramatic because of declines in the number of specia action admission slots
awarded to these two ethnic groups. Historically, special action admissions
has been extended primarily to promising high school seniors from socio-
economically disadvantaged backgrounds who have not met all of the UC
eligibility requirements, but whose academic record none-the-less demon-
strated their high suitability for college.

The number of domestic Latino and African American freshmen admitted
between Fall 1993 and Fall 1998 through the regular admission process in-
creased by 17.5 percent and 25.2 percent, respectively, while the correspond-
ing special action enrollments over the same time period dropped by about 63
percent for each ethnic group (Display 3-12). Given the elimination of af-
firmative action consideration in the UC admission process, the Commission
does not anticipate special action admission rates returning to historical lev-
els. Accordingly, both the Commission’s Baseline and Low Alternative
Forecasts hold all special action admission rates constant throughout the pro-
jection period at the low 1998 observed levels. As aconsequence, the overall
public high school participation rate of African American and Latino stu-
dents, discussed in the next session of this report, is not shown to return to
peak averages of the late 1980s.

Third, the Commission’s recent Eligibility of California’s 1996 High School
Graduates for Admission to the Sate's Public Universities (CPEC 1997), re-
vealed no improvement in the UC eligibility of Latino and African American
students, even though a higher proportion of al high school students are
completing a college-preparatory course pattern. The estimated proportion of
African American seniors eligible to attend the University fell from 5.1 per-
cent in 1990 to 2.8 percent in 1996, while the estimated dligibility rate of La-
tino graduating seniors remained virtually unchanged at 3.9 percent (Display
3-13). Equally alarming is that the eligibility rate for these two racial groups
continues to remain several percentage points below the California Master
Plan target of 12.5 percent. Although University of California outreach pro-
grams and K-12 reform efforts are expected to improve African American
and Latino eligibility rates in the long run, the Commission anticipates that
most of the increase in the representation of these two groups in the immedi-
ate future will result from population growth aone.
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DISPLAY 3-12 University of California Domestic First-Time Freshmen
by Ethnic Group and Admission Status, Fall 1993 to Fall 1998

Special Special

Racial Ethnic Category Total Regular Action Regular Action

American Indian 145 127 18 87.59% 12.41%
African American 888 657 231 73.99% 26.01%
Latino 3,018 2,618 400 86.75% 13.25%
Asian 7,626 7,493 133 98.26% 1.74%
White/Other 8,524 8,363 161 98.11% 1.89%
Total 1993 20,201 19,258 943 95.33% 4.67%
American Indian 215 194 21 90.23% 9.77%
African American 969 783 186 80.80% 19.20%
Latino 3,471 3,060 411 88.16% 11.84%
Asan 8,384 8,233 151 98.20% 1.80%
White/Other 8,400 8,216 184 97.81% 2.19%
Total 1994 21,439 20,486 953 95.55% 4.45%
American Indian 257 238 19 92.61% 7.39%
African American 978 809 169 82.72% 17.28%
Latino 3,556 3,203 353 90.07% 9.93%
Adian 8,220 8,111 109 98.67% 1.33%
White/Other 8,979 8,810 169 98.12% 1.88%
Total 1995 21,990 21,171 819 96.28% 3.72%
American Indian 248 216 32 87.10% 12.90%
African American 923 713 210 77.25% 22.75%
Latino 3,352 3,004 348 89.62% 10.38%
Adsian 8,879 8,725 154 98.27% 1.73%
White/Other 9,761 9,536 225 97.69% 2.31%
Total 1996 23,163 22,194 969 95.82% 4.18%
American Indian 189 181 8 95.77% 4.23%
African American 946 771 175 81.50% 18.50%
Latino 3,234 2,992 242 92.52% 7.48%
Adian 9,089 8,938 151 98.34% 1.66%
White/Other 10,223 10,029 194 98.10% 1.90%
Total 1997 23,681 22,911 770 96.75% 3.25%
American Indian 195 182 13 93.33% 6.67%
African American 859 772 87 89.87% 10.13%
Latino 3421 3,278 143 95.82% 4.18%
Asian 10,381 10,236 145 98.60% 1.40%
White/Other 10,017 9,794 223 97.77% 2.23%
Total 1998 24,873 24,262 611 97.54% 2.46%

Source: University of California
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DISPLAY 3-13 Estimated Percentage of Public High School Graduates

Eligible for Freshman Admission to the University of California,
by Racial/Ethnic Group, 1983, 1986, 1990, and 1996

Racial/Ethnic Group 1983 1986 1990 1996
All Graduates 7.00% 9.10% 12.30% 11.10%
African American

0, 0, 0, 0,
Graduates 1.40% 2.30% 5.10% 2.80%
Asian Graduates 17.30% 24.90% 32.20% 30.00%
Latino Graduates 1.40% 3.10% 3.90% 3.80%
White Graduates 7.70% 10.10% 12.70% 12.70%

Source: California Postsecondary Education Commssion High School Eligibility Reports,

1983, 1986, 1990, and 1996.

University of
California
first-time freshmen
forecast

The Commission tracks two types of freshmen participation rates. One rate,
called the public high school participation rate, is used to show the propor-
tion of public high school graduates who elect to enroll each year in a public
college or university immediately following high school graduation. The
gross participation rate, on the other hand, expresses all UC first-time fresh-
men (including out-of-state and foreign students) as a proportion of public
high school graduates. Both rates are useful for enrollment planning pur-
poses. The UC public participation rate dipped a few tenths of a percentage
point during the early part of this decade, and then increased steadily between
1993 and 1996 (Display 3-14).

In estimating new freshmen enrollments, Commission staff disaggregated
public participation rates by ethnic-racial group and admission basis code
(i.e., regular admits and special action admits). This step was deemed neces-
sary because students of various racial and socioeconomic backgrounds tend
to have markedly different college-going rates. In addition, college persis-
tence and graduation rates also vary by racial group. The Commission be-
lieves that as the future demography of the state becomes more unlike the
past, it becomes crucial that enrollment demand models capture the key
demographic and socioeconomic shifts expected to occur in the college-going
population. Analysis of historical first-time freshmen rates reveals that Asian
students are three times more likely than any other racial group to enroll in
the University as freshmen. For example, between 1993 and 1998, the pro-
portion of Asian public high school graduates who enrolled in UC increased
from about 18.2 percent to 22.4 percent. During the same period, the overall
freshman participation rate of regular UC admits averaged 7.5 percent. The
Asian participation rate is tied to this ethnic group’s extremely high UC €li-
gibility rate of 30 percent, in contrast to the mean statewide eligibility esti-
mate of 11.1 percent.

33



DISPLAY 3-14 University of California Public High School Partici-
pation Rates for First-Time Freshmen, 1990 to 1998
(Excludes Special Action Admissions)

Y ear High School Public Public Partici-
(Actual) Graduates Freshmen pation Rate
1990 236,291 17,195 7.28%
1991 234,164 16,742 7.15%
1992 244,594 16,880 6.90%
1993 249,320 17,700 7.10%
1994 253,083 18,511 7.31%
1995 255,200 19,499 7.64%
1996 259,071 20,379 7.87%
1997 269,071 20,755 7.71%
1998 285,847 21,942 7.68%
Year High School Public Public Partici-
(Projected) Graduates Freshmen pation Rate
1999 297,533 22,854 7.68%
2000 304,718 23,421 7.69%
2001 310,413 23,874 7.69%
2002 315,544 24,284 7.70%
2003 323,204 24,890 7.70%
2004 325,444 25,079 7.71%
2005 330,965 25,521 7.71%
2006 343,953 26,540 7.72%
2007 353,448 27,290 1.72%
2008 373,533 28,859 7.73%
2009 370,083 28,611 7.73%
2010 369,454 28,581 7.74%

Source: University of California; CPEC Staff Analysis.

The Commission believes that the current academic success of Asian students
in exceeding rigorous UC €ligibility standards will continue unabated into the
next decade. It is assumed, however, that any additional increase in the
Asian public participation rate above its present level is likely to be minimal.
Accordingly, the public participation rate of regularly admissible Asian stu-
dentsis projected to increase by about 0.13 percentage points per year, reach-
ing 24 percent in year 2010. The Commission anticipates public participation
rates of the remaining racia categories to return to their peak averages ob-
served during the last decade. These rates, which are lower than those re-
corded during the late 1980s, are presented in Display 3-15.
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DISPLAY 3-15Forecast Assumptions by Racial/Ethnic Group,
University of California First-Time Freshmen

Population

Cognitive & Demographic Assumptions

African American Freshmen

Asian, Filipino, and Pacific
Islander Freshmen

Latino Freshmen

The public participation rate of regularly admissible African American
freshmen is forecast to return from 2.98 percent in 1998 to its 1995 level
of 3.40 percent. African Americans admitted by special action are ex-
pected to add an additional 0.55 percentage points, resulting in a total
public participation rate of 3.95 percent by 2010.

Approximately 78 percent of entering African American freshmen are
expected to have graduated from California public high schools, while
about 19 percent are forecast to have originated from private high
schools and 3 percent from out-of-state high schools.

Approximately 64 percent of the African American regularly admissible
freshmen and 48 percent of the special action admits are expected to
persist to graduation within seven years.

The public participation rate of regularly admissible Asian freshmen is
forecast to increase from 22.4 percent to 24.0 percent by 2010. Asian
students admitted by special action are expected to add an additional
0.27 percentage points, resulting in atotal public participation rate of
24.27 percent by 2010.

Approximately 87 percent of entering Asian freshmen are expected to
have graduated from California public high schools, while about 9.3
percent are forecast to have originated from private high schools and 2.7
percent from out-of-state high schools.

Approximately 79 percent of the Asian regularly admissible freshmen
and 53 percent of the special action admits are expected to persist to
graduation within seven years.

The public participation rate of regularly admissible Latino freshmen is
forecast to return from 3.1 percent in 1998 to its 1995 level of 3.38 per-
cent. Latino students admitted by special action are expected to add an
additional 0.18 percentage points, resulting in atotal public participation
rate of 3.28 percent by 2010.

Approximately 79.2 percent of entering Latino freshmen are expected to
have graduated from California public high schools, while about 18.7
percent are forecast to have originated from private high schools and 0.6
percent from out-of-state high schools.
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DISPLAY 3-15 (Continued)

Population

Cognitive & Demographic Assumptions

Latino Freshmen
(Continued)

Native American Freshmen

White/Other Freshmen

36

Approximately 69.7 percent of the Latino regularly admissible freshmen
and 51.2 percent of the special action admits are expected to persist to
graduation within seven years.

The public participation rate of regularly admissible Native Americans
isforecast to return from 6.0 percent in 1998 to an average rate of 7.57
percent observed over the past five years. Native American students
admitted by special action are expected to add an additional 0.41 per-
centage points, resulting in atotal public participation rate of 7.98 per-
cent by 2010.

Approximately 77.7 percent of entering Native American freshmen are
expected to have graduated from California public high schools, while
about 15.7 percent are forecast to have originated from private high
schools and 5.4 percent from out-of-state high schools.

Approximately 69.5 percent of the Native American regularly admissi-
ble freshmen and 50 percent of the special action admits are expected to
persist to graduation within seven years.

The public participation rate of regularly admissible White/Other fresh-
men is forecast to return from 6.24 percent to a historical average of
6.71 percent observed during the late 1980s. White/Other students ad-
mitted by special action are expected to add an additional 0.15 percent-
age points, resulting in atotal public participation rate of 6.86 percent
by 2010.

Approximately 77.5 percent of entering White/Other freshmen are ex-
pected to have graduated from California public high schools, while
about 15.2 percent are forecast to have originated from private high
schools and 6.2 percent from out-of-state high schools.

Approximately 78.6 percent of the White/Other regularly admissible
freshmen and 58 percent of the special action admits are expected to
persist to graduation within seven years.




DISPLAY 3-16 University of California Anticipated First-Time Freshmen Enrollment

When the ethnic-specific rates are combined, the overall public high school
participation rate increases from 7.68 percent in 1998 to 7.74 percent in year
2010. The resulting Baseline estimate of UC freshmen to 2010 is presented
in Display 3-16. Asindicated, the total number of first-time freshmen is ex-
pected to increase by about 26.0 percent, or 7,334 additional students. Under
the Commission’s Low Alternative, the number of first-time freshmen is pro-
jected to increase by 17.3 percent, or 4,836 additional students (Display 3-
17). This latter increase in freshmen demand is due entirely to the projected
growth in the number of public high school graduates.

Demand, Baseline Projection by Racial/Ethnic Group and Admission Status

Academic Year 1999-00 to 2010-11

African/ Native Foreign
Year American Asian Latino American |White/Other| Students Total
Regular Admits
1999-00 855 11,445 3,705 200 10,775 273 27,253
2000-01 869 11,901 3,841 211 11,072 282 28,176
2001-02 894 12,191 3,991 216 11,265 288 28,845
2002-03 927 12,316 4,179 234 11,363 293 29,312
2003-04 972 12,436 4,373 237 11,658 300 29,976
2004-05 1,025 12,254 4,569 249 11,578 300 29,975
2005-06 1,086 12,730 4,799 259 11,491 307 30,672
2006-07 1,146 13,494 5,137 266 11,737 321 32,101
2007-08 1,225 13,641 5,440 292 11,911 328 32,837
2008-09 1,272 14,127 6,086 308 12,278 344 34,415
2009-10 1,264 14,154 6,331 300 11,737 341 34,127
2010-11 1,225 14,619 6,589 315 11,315 344 34,407
Special Action Admits
1999-00 137 136 193 12 218 0 696
2000-01 137 140 199 12 223 0 711
2001-02 140 143 205 12 225 0 725
2002-03 143 144 213 13 226 0 739
2003-04 148 144 221 13 230 0 756
2004-05 154 141 229 13 227 0 764
2005-06 161 146 239 14 224 0 784
2006-07 168 154 254 14 227 0 817
2007-08 178 154 266 15 229 0 842
2008-09 182 159 296 15 234 0 886
2009-10 179 158 305 14 223 0 879
2010-11 171 162 315 15 213 0 876

Source: CPEC Staff Analysis.
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DISPLAY 3-17 University of California Anticipated First-Time Freshmen Enrollment

Demand, Low Alternative Projection by Racial/Ethnic Group

and Admission Status, Academic Year 1999-00 to 2010-11

African/ Native Foreign
Year American Asian Latino American |White/Other| Students Total
Regular Admits
1999-00 855 11,445 3,705 200 10,775 273 27,253
2000-01 859 11,829 3,812 206 11,000 280 27,986
2001-02 872 12,045 3,930 207 11,118 285 28,457
2002-03 894 12,096 4,084 220 11,142 287 28,723
2003-04 926 12,141 4,241 218 11,357 292 29,175
2004-05 964 11,891 4,398 224 11,205 290 28,972
2005-06 1,009 12,279 4,584 228 11,048 294 29,442
2006-07 1,052 12,938 4,869 229 11,211 306 30,605
2007-08 1,111 13,001 5,116 246 11,304 311 31,089
2008-09 1,140 13,383 5,680 255 11,576 324 32,358
2009-10 1,119 13,328 5,863 243 10,994 319 31,866
2010-11 1,071 13,684 6,056 250 10,529 319 31,909
Special Action Admits
1999-00 137 136 193 12 218 0 696
2000-01 137 140 199 12 223 0 711
2001-02 140 143 205 12 225 0 725
2002-03 143 144 213 13 226 0 739
2003-04 148 144 221 13 230 0 756
2004-05 154 141 229 13 227 0 764
2005-06 161 146 239 14 224 0 784
2006-07 168 154 254 14 227 0 817
2007-08 178 154 266 15 229 0 842
2008-09 182 159 296 15 234 0 886
2009-10 179 158 305 14 223 0 879
2010-11 171 162 315 15 213 0 876

Source: CPEC Staff Analysis.

New undergraduate Annua undergraduate transfer demand to the University of Californiais ex-
transfersto the pected to increase from 11,361 transfers in 1998-99 to 18,333 by year 2010,
University of representing a 61.4 percent change in transfer demand (Display 3-18).
California  Community college transfers are expected to account for about 89.3 percent

of the entering transfer population, whereas the remaining 10.7 percent of the

transfer total is expected to include students from other California colleges

and universities (4.2 percent), students from out-of-state institutions (5.6 per-

cent), and students from foreign countries (0.9 percent). Approximately 81

percent of annual undergraduate transfers are expected to begin matriculation

in the fall term and the remaining in the winter and spring terms. Under the

Commission’s Low Alternative Forecast, total undergraduate transfers are

expected to increase by 36.4 percent over the projection period (Display 3-

19).
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DISPLAY 3-18 First-Time Transfer Students to the University of California

Academic Year 1998-99 to 2010-11 (CPEC Baseline Projection)

Community College Transfers Other Transfers
African/ Native White/ | CCC Other Out of Total
Year | American Asan Latino American Other | Subtotal | Calif. Inst. State Foreign| Transfers
1998-99 266 3,276 | 1,519 112 4,977 | 10,150 475 634 102 11,361
1999-00 280 3,433 | 1,595 116 5,133 | 10,558 469 626 101 11,753
2000-01 296 3597 | 1,676 119 5,295 | 10,982 488 651 105 12,226
2001-02 311 3,769 | 1,760 123 5,461 | 11,425 507 678 109 12,719
2002-03 328 3,949 | 1,849 127 5,633 | 11,886 528 705 113 13,233
2003-04 346 4,138 | 1,942 131 5,809 | 12,367 549 733 118 13,768
2004-05 365 4,336 | 2,040 136 5,992 | 12,868 572 763 123 14,326
2005-06 384 4544 | 2,142 140 6,180 | 13,391 595 794 128 14,908
2006-07 405 4,761 | 2,250 145 6,374 | 13,936 619 826 133 15,514
2007-08 427 4,989 | 2,364 149 6,575 | 14,504 644 860 138 16,146
2008-09 450 5,228 | 2,483 154 6,781 | 15,096 671 895 144 16,806
2009-10 474 5,478 | 2,608 159 6,994 | 15,713 698 932 150 17,493
2010-11 500 5740 | 2,739 166 7,323 | 16,468 732 977 157 18,333

Source: CPEC Staff Analysis

DISPLAY 3-19 First-Time Transfer Students to the University of California

Academic Year 1998-99 to 2010-11 (CPEC Low Alternative Projection)

Community College Transfers Other Transfers
African/ Native White/| CCC Other Out of Total
Year | American Asian  Latino American Other | Subtotal | Calif. Inst. State Foreign| Transfers
1998-99 266 3,276 | 1,519 112 4,977 | 10,150 475 634 102 11,361
1999-00 273 3,385 | 1,554 112 5,091 | 10,415 463 618 99 11,594
2000-01 280 3,498 | 1,589 113 5,207 | 10,686 475 634 102 11,897
2001-02 287 3,614 | 1,626 113 5,326 | 10,965 487 650 105 12,207
2002-03 294 3,735 | 1,663 114 5,447 | 11,252 500 667 107 12,526
2003-04 301 3,859 1,701 114 5,572 11,546 513 685 110 12,854
2004-05 309 3,987 | 1,740 114 5,699 | 11,849 526 703 113 13,191
2005-06 316 4,120 | 1,780 115 5,829 | 12,160 540 721 116 13,537
2006-07 324 4,257 | 1,821 115 5,962 | 12,479 554 740 119 13,892
2007-08 332 4,399 | 1,862 116 6,098 | 12,807 569 760 122 14,258
2008-09 341 4,545 | 1,905 116 6,237 | 13,144 584 780 125 14,633
2009-10 349 4,697 | 1,948 117 6,379 | 13,490 599 800 129 15,018
2010-11 358 4,853 1,993 117 6,525 13,846 615 821 132 15,414

Source: CPEC Staff Analysis

The California Master Plan for Higher Education established community col-
lege transfer as an important and significant priority for the University of
California and the California State University. The transfer process embraces
the concept of a second chance by extending baccalaureate instruction to
many Californians who may not have qualified for admission to the State's
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four-year institutions based on their high school performance. In deriving its
annual transfer projections, the Commission considered the University’s
Community College Transfer Agreement Compact, which expressed the Uni-
versity’s intent to enroll approximately 14,500 community college transfers
annually by year 2005. This desired target represents a 33 percent increase
over the number of transfers who enrolled in UC during the 1995-96 aca-
demic year. To support its transfer goal, the University committed to a num-
ber of noteworthy initiatives: (1) improving course articulation procedures;
(2) increasing participation at community college transfer centers; (3) creat-
ing more part-time options at the University; (4) intensifying outreach activi-
ties; and (5) expanding evaluation procedures to measure and monitor trans-
fer success.

Despite these very promising initiatives, annual community college transfers
to the University have declined by over 7.0 percent since 1993. Based on
observed historical transfer patterns exhibited by students of various ethnic
and age groups, it seems unlikely that the University will reach its transfer
target until 2007-08. The Commission’s Baseline Forecast is based on
community college transfer rates returning at a moderate pace, for most age-
groups, to peak averages observed between 1990 and 1995. Display 3-20
contains the specific transfer rates used to generate the transfer forecast. That
display aso includes the most recent UC graduation rates of community col-
lege students, which are assumed to remain constant throughout the projec-
tion period. New transfer students are expected to account for between 7.0
and 8.0 percent of the University’ s undergraduate enrollment (Display 3-21).

DISPLAY 3-20 Community College Transfers to the University of California, and Their

Expected Graduation Rate (Transfer Rate Expressed per 1,000 Students
by Age and Racial/Ethnnic Group)

Age-Group
Racial/Ethnic Graduation

Group Y ear 18to 19 20t0 24 25t029 30to 49 50to 59 Rate

African-Amer 1998 0.9 4.3 2.8 14 0.1
' 2010 15 5.3 3.8 1.4 0.3 83.3

Asian 1998 49 29.7 11.0 2.8 0.2
2010 79 31.8 12.9 2.9 0.2 83.3

L atino 1998 0.7 6.7 3.8 11 0.4
2010 1.1 8.0 45 15 0.4 83.3

. 1998 2.3 9.1 7.8 2.3 0.8
Native Amer. 2010 3.0 15.3 8.4 3.2 1.3 833

White 1998 2.2 17.0 6.6 2.1 0.2
2010 2.8 18.7 7.5 2.4 0.3 83.3

Source: University of California; CPEC Staff Analysis.
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DISPLAY 3-21 Anticipated Undergraduate Enrollment at the University of California

by Enrollment Category Between Fall 1999 and Fall 2010, Using the
Commission's Baseline Projection*

First-time Freshmen Transfer Students Continuing Students UTn?;[ZIr-
Fall Number Percent | Number Percent | Number Percent | graduates
1999 27,390 20% 9,403 % 99,324 73% 136,117
2000 28,309 20% 9,781 % 101,574 73% 139,664
2001 28,979 20% 10,175 7% 104,190 73% 143,344
2002 29,450 20% 10,586 7% 107,126 73% 147,162
2003 30,117 20% 11,014 % 109,995 73% 151,126
2004 30,124 19% 11,461 7% 113,654  73% 155,239
2005 30,827 19% 11,926 7% 116,757  73% 159,510
2006 32,260 20% 12,411 8% 119,273 73% 163,944
2007 33,005 20% 12,917 8% 122,626 73% 168,548
2008 34,595 20% 13,444 8% 125291  72% 173,330
2009 34,306 19% 13,994 8% 129,996  73% 178,296
2010 34,577 19% 14,667 8% 134,212 73% 183,456

1. Thisdisplay includes first-time freshmen and transfer students entering only in the fall terms.

Source: CPEC Staff Analysis.

Projected
enrollment
demand at the
California State
University

The California State University is the largest four-year public postsecondary
system in the nation. The State University consists of 22 regional campuses
that served 349,804 total students in Fall 1998 through program offerings in
over 200 academic disciplines and fields. Just prior to the Commission’s
1995 enrollment study, the CSU had been hard hit by the recession of the
early 1990s that coincided with a dramatic loss of 50,000 students and several
consecutive years of declines in first-time freshmen enroliments. The Com-
mission had predicted in its previous enrollment study that the State Univer-
sity would grow again beginning in 1996 and reach 410,996 total students by
Fall 2005. Although the projections have proven to be quite reliable, students
are returning to the CSU in numbers slightly greater than anticipated. The
system’s Fall 1998 undergraduate enroliment of 278,597 students was about
1.7 percent higher than the Commissions previous Fall estimate.

The Commission’'s present Baseline Forecast reveals that total CSU student
demand is expected to increase by 37 percent to 479,485 students by 2010
(Display 3-22). The Commission expects undergraduate demand for the
State University to increase by about 42 percent over the next 12 years to
395,544 students, indicating a need for the CSU to accommodate 116,947
additional undergraduates by Fall 2010 (Display 3-23). The resulting annual
growth rate of 2.96 percent is dightly lower than the change rate reflected in

41



Student Headcount

513,000

488,000 DOF Forecast |
463,000 /CPEC BaselineI
/ &
438,000 -
/ _ —
413,000 -
- .
—_— ‘ CPEC Low Alternatlvel
388,000 —

— -
—
363,000

338,000
313,000

288,000

Source: Demographic Research Unit; CPEC Staff Analysis.

DISPLAY 3-22 California Sate University
Total Student Demand Fall 1998 to Fall 2010
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DRU’s enrollment estimates for the State University. If participation rates
remain constant at Fall 1998 levels, as reveded by the Commission’s Low
Alternative Forecast (Display 3-24), the CSU would need to prepare for a 32
percent increase in demand, or 88,383 additional undergraduates. Approxi-
mately 72 percent of the increase in undergraduate demand is expected to re-
sult from population growth and the remainder due to improvements in
freshmen and transfer participation rates. Factors presumed to be associated
with improvements in undergraduate participation include: (1) a favorable
labor market outlook; (2) high demand for new K-12 teachers; (3) enhanced
distributed learning opportunities; and (4) the CSU Cornerstones Strategic
Planning Initiative.

C first-time
freshmen forecast

Since 1994, freshmen enrollments of regularly admissible high school gradu-
ates have been on a dramatic upswing. Between 1994 and 1998, the total an-
nual enrollment of freshmen who had met all CSU admission requirements
increased from 18,472 to 29,024, representing a 57-percent change. This
brisk increase in freshman participation was even more substantial than the
Commission had anticipated in 1995. The corresponding annual public par-
ticipation rate of regular admits, which accounts typically for about 84 per-
cent of total freshmen enrollments, jumped two percentage points, from 6.5
percent in 1993 to 8.5 percent in 1998. The most impressive gains were re-
corded by the most underrepresented ethnic-racial groups. For example, the
annual enrollment of regularly admissible African American freshmen nearly
doubled from 825 in Fall 1993 to 1,473 in Fall 1998, while the enrollment of
Latino regular admits increased by 40.5 percent, from 4,143 in Fall 1993 to
5,819 in Fall 1998.
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DISPLAY 3-23 California Sate University Total Enrollment Demand, Fall 1998 to Fall 2010
1999 CPEC Basdline Projection Series (Undergraduate and Graduate)

Racial/Ethnic Category (Under graduate Students)
Trans-
Year tory/ Total
(Fall African/ Native White/ Nonres. | Under- | Graduate] Grand
Term) | American| Asian Latino | American| Other Alien graduate | Students| Total
1998 19,753 60,587 63,109 3,219 119,042 | 12,887 | 278,597 | 71,207 | 349,804
1999 20,184 62,868 65,303 3,279 121,619 | 13,253 | 286,504 | 72,897 | 359,401
2000 20,624 65,235 67,572 3,339 124251 | 13,630 | 294,651 | 74,268 | 368,919
2001 21,074 67,690 69,921 3,401 126,940 | 14,018 | 303,044 | 75,254 | 378,298
2002 21,533 70,239 72,351 3,464 129,688 | 14,418 | 311,693 | 76,346 | 388,039
2003 22,003 72,883 74,866 3,528 132,495 | 14,830 | 320,605 | 77,168 | 397,773
2004 22,483 75,627 77,468 3,593 135,362 | 15,255 | 329,788 | 77,962 | 407,750
2005 22,973 78,474 80,161 3,660 138,292 | 15,693 | 339,252 | 78,766 | 418,018
2006 23,433 81,428 84,074 3,723 141,042 | 16,184 | 349,884 | 79,684 | 429,568
2007 23,893 84,493 88,083 3,786 143,792 | 16,686 | 360,734 | 80,669 | 441,403
2008 24,353 87,674 92,059 3,849 146,542 | 17,192 | 371,669 | 81,719 | 453,388
2009 24,813 90,975 96,870 3,912 149,292 | 17,744 | 383,606 | 82,827 | 466,433
2010 25,278 94,400 | 101,555 3,975 152,040 | 18,297 | 395544 | 83,941 | 479,485
Percentage Changes
Racial/Ethnic Category (Under graduate Students)
Transi-
Y ear tory/ Total Total
(Fall | African/ Native | White/ | Nonres. | Under- | Graduate| Percent
Term) | American| Asian Latino |American| Other Alien graduate Students' Change
1999 2.18% 3.76% 3.48% 1.85% 2.16% 2.84% 2.84% 2.37% 2.74%
2000 2.18% 3.76% 3.48% 1.85% 2.16% 2.84% 2.84% 1.88% 2.65%
2001 2.18% 3.76% 3.48% 1.85% 2.16% 2.85% 2.85% 1.33% 2.54%
2002 2.18% 3.76% 3.48% 1.85% 2.16% 2.85% 2.85% 1.45% 2.57%
2003 2.18% 3.76% 3.48% 1.85% 2.16% 2.86% 2.86% 1.08% 2.51%
2004 2.18% 3.76% 3.48% 1.85% 2.16% 2.86% 2.86% 1.03% 2.51%
2005 2.18% 3.76% 3.48% 1.85% 2.16% 2.87% 2.87% 1.03% 2.52%
2006 2.00% 3.76% 4.88% 1.72% 1.99% 3.13% 3.13% 1.17% 2.76%
2007 1.96% 3.76% A4.77% 1.69% 1.95% 3.10% 3.10% 1.24% 2.75%
2008 1.93% 3.76% 4.51% 1.66% 1.91% 3.03% 3.03% 1.30% 2.72%
2009 1.89% 3.76% 5.23% 1.64% 1.88% 3.21% 3.21% 1.36% 2.88%
2010 1.87% 3.76% 4.84% 1.61% 1.84% 3.11% 3.11% 1.34% 2.80%
Total
Change 28.0% 55.8% 60.9% 23.5% 27.7% 42.0% 42.0% 17.9% 37.1%

Source: Demographic Research Unit; CPEC Staff Analysis.
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DISPLAY 3-24 California Sate University Total Enrollment Demand, Fall 1998 to Fall 2010
1999 CPEC Low Alternative Projection Series (Undergraduate and Graduate)

Racial/Ethnic Category (Under graduate Students)
Transi-
Year tory/ Total
(Fall | African/ Native | White/ | Nonres. | Under- | Graduate] Grand
Term) | American Asian Latino | American| Other Alien graduate | Students| Total
1998 19,753 60,587 63,109 3,219 119,042 12,887 278,597 71,207 | 349,804
1999 19,943 62,532 65,111 3,239 120,836 13,174 | 284,835 | 72,897 | 357,732
2000 20,135 64,540 67,177 3,259 122,657 13,470 | 291,237 74,268 | 365,505
2001 20,328 66,612 69,308 3,279 124,505 13,774 | 297,807 75,254 | 373,061
2002 20,524 68,751 71,507 3,300 126,381 14,085 | 304,548 | 76,346 | 380,894
2003 20,721 70,958 73,776 3,320 128,286 14,405 | 311,466 | 77,168 | 388,634
2004 20,920 73,237 76,116 3,341 130,219 14,734 | 318,566 | 77,962 | 396,528
2005 21,122 75,588 78,531 3,361 132,181 15,071 325,854 | 78,766 | 404,620
2006 21,325 78,015 81,022 3,382 133,910 15,404 | 333,058 | 79,684 | 412,742
2007 21,530 80,520 83,593 3,403 135,663 15,746 | 340,455 | 80,669 | 421,124
2008 21,737 83,105 87,223 3,424 137,099 16,128 | 348,716 | 81,719 | 430,435
2009 21,946 85,773 91,796 3,446 138,456 16,556 | 357,973 | 82,827 | 440,800
2010 22,157 88,527 96,374 3,467 139,481 16,973 | 366,979 83,941 | 450,920
Percentage Changes
Racial/Ethnic Category (Under graduate Students)
Transi-
Year tory/ Total Total
(Fall | African/ Native | White/ | Nonres. | Under- | Graduate] Ppercent
Term) | American Asian Latino | American| Other Alien graduate Students' Change
1999 0.96% 3.21% 3.17% 0.62% 1.51% 2.22% 2.24% 2.37% 2.27%
2000 0.96% 3.21% 3.17% 0.62% 1.51% 2.25% 2.25% 1.88% 2.17%
2001 0.96% 3.21% 3.17% 0.62% 1.51% 2.26% 2.26% 1.33% 2.07%
2002 0.96% 3.21% 3.17% 0.62% 1.51% 2.26% 2.26% 1.45% 2.10%
2003 0.96% 3.21% 3.17% 0.62% 1.51% 2.27% 2.27% 1.08% 2.03%
2004 0.96% 3.21% 3.17% 0.62% 1.51% 2.28% 2.28% 1.03% 2.03%
2005 0.96% 3.21% 3.17% 0.62% 1.51% 2.29% 2.29% 1.03% 2.04%
2006 0.96% 3.21% 3.17% 0.62% 1.31% 2.21% 2.21% 1.17% 2.01%
2007 0.96% 3.21% 3.17% 0.62% 1.31% 2.22% 2.22% 1.24% 2.03%
2008 0.96% 3.21% 4.34% 0.62% 1.06% 2.43% 2.43% 1.30% 2.21%
2009 0.96% 3.21% 5.24% 0.62% 0.99% 2.65% 2.65% 1.36% 2.41%
2010 0.96% 3.21% 4.99% 0.62% 0.74% 2.52% 2.52% 1.34% 2.30%
Total
Change 12.2% 46.1% 52.7% 7.7% 17.2% 31.7% 31.7% 17.9% 28.9%

Source: Demographic Research Unit; CPEC Staff Analysis.




Most of the overall improvement in CSU freshman participation occurred
during the first three years of California s recent economic recovery (1994 to
1996). In contrast, freshman participation increases have been more moder-
ate during that time. Accordingly, the Commission expects CSU freshman
participation rates to improve gradually during this decade. Because
White/Other high school graduates are expected to decline by about 7.0 per-
cent towards the end of the projection period, and because this group histori-
cally has had a high participation rate, the net overall improvement in the
CSU participation rate is expected to be less substantial. The projected pub-
lic high school participation rates for each racial/ethnic group, and the current
graduation rates for each racial/ethnic group by admission category (regular
and special-action admit), which are quite low for some student groups, arein
Display 3-25. Freshman eligibility rates are also low for some student racial-
ethnic groups (Display 3-26).

Based on the projected participation rates, the total annual number of first-
time freshmen to the CSU is expected to increase from 34,715 in 1999 to
45,431 by year 2010, a 30.9 percent increase and 10,716 additional students
(Display 3-27). The numerical increase in freshmen demand trandlates to a
corresponding change in the public high school participation from 8.5 to 9.1
by 2010. About 70 percent of the expected change in freshman participation
is due to projected changes in the size of the State’s public high school
graduating class. Under the Commission’s Low Alternative, freshmen de-
mand is projected to increase by 22.7 percent, or 7,835 additional students
(Display 3-28). Given the elimination of affirmative action in the admissions
process, and the CSU’s concern regarding the high proportion of new fresh-
men needing English or mathematics remediation, the Commission does not
anticipate specia action admission rates returning to historical averages. In
Fall 1993, approximately 17.5 percent of entering CSU freshmen were admit-
ted by exception (specia action) to the full admission requirements, whereas
in Fall 1998 that proportion had dropped to 11.4 percent. Both the Commis-
sion’s Baseline and Low Alternative Forecasts hold special-action admission
rates constant at the observed 1998 levels for all ethnic-racial groups.

New undergraduate
transfersto the
California Sate
University

Annua undergraduate transfer demand to the California State University is
expected to increase from 50,068 transfers in 1998 to 75,830 transfers by
year 2010, representing a 51.5 percent increase (Display 3-29). Community
college transfers are expected to account for about 86.3 percent of the enter-
ing transfer population. The remaining 13.7 percent is expected to include
students from other California colleges and universities (4.4 percent), stu-
dents from out-of-state institutions (7.5 percent), and students from foreign
countries (1.8 percent). Approximately 67 percent of annua undergraduate
transfers are expected to begin matriculation in the fall term, with the re-
mainder entering in the winter and spring terms. Under the Commission’s
Low Alternative projection, transfer demand would reach 70,516 by 2010
(Display 3-30). Because new undergraduate transfers are projected to in-
crease at a dightly higher rate than new freshmen demand, the transfer popu-
lation, as a percentage of all new undergraduate students, should increase
from 59 percent to 62.5 percent by year 2010 (Display 3-31). In
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3-25 Forecast Assumptions by Racial/Ethnic Group,

California State University First-Time Freshmen

Population

Cognitive & Demographic Assumptions

46

African American Freshmen

Asian, Filipino, and Pacific
Islander Freshmen

Latino Freshmen

The public participation rate of regularly admissible African American
freshmen isforecast to increase from 7.1 percent in 1998 to 7.9 percent
by 2010. African Americans admitted by special action are expected to
add an additional 2.9 percentage points, resulting in atotal public par-
ticipation rate of 10.8 percent by 2010.

Approximately 86 percent of entering African American freshmen are
expected to have graduated from California public high schools, while
about 11.3 percent are forecast to have originated from private high
schools and 2.7 percent from out-of-state high schools.

Approximately 43.8 percent of the African American regularly admissi-
ble freshmen and 27.1 percent of the specia action admits are expected
to persist to graduation.

The public participation rate of regularly admissible Asian freshmen is
forecast to increase from 14.8 percent to 16.3 percent by 2010. Asian
students admitted by special action are expected to add an additional 1.3
percentage points, resulting in atotal public participation rate of 17.6
percent by 2010.

Approximately 88.2 percent of entering Asian freshmen are expected to
have graduated from California public high schools, while about 10.4
percent are forecast to have originated from private high schoolsand 1.4
percent from out-of-state high schools.

Approximately 65.9 percent of the Asian regularly admissible
freshmen and 43 percent of the specia action admits are expected
to persist to graduation.

The public participation rate of regularly admissible Latino freshmen is
forecast to increase from 6.6 percent to 8.3 percent by 2010. Latino stu-
dents admitted by special action are expected to add an additional 1.5
percentage points, resulting in atotal public participation rate of 9.8
percent by 2010.

Approximately 85.4 percent of entering Latino freshmen are expected to
have graduated from California public high schools, while about 13.8
percent are forecast to have originated from private high schools and 0.8
percent from out-of-state high schools.




DISPLAY 3-25 (Continued)

Population Cognitive & Demographic Assumptions
Latino Freshmen Approximately 54.9 percent of the Latino regularly admissible
(Continued) freshmen and 33.3 percent of the special action admits are expected

to persist to graduation.

Native American Freshmen The public participation rate of regularly admissible Native Ameri-
cansisforecast to increase from 8.4 percent in 1998 to 10.5 percent
by 2010. Native American students admitted by specia action are
expected to add an additional 1.6 percentage points, resulting in a
total public participation rate of 12.1 percent by 2010.

Approximately 86.7 percent of entering Native American freshmen
are expected to have graduated from California public high schools,
while about 10.4 percent are forecast to have originated from pri-
vate high schools and 2.9 percent from out-of-state high schools.

Approximately 53.2 percent of the Native American regularly ad-
missible freshmen and 31.7 percent of the special action admits are
expected to persist to graduation.

White/Other Freshmen The public participation rate of regularly admissible White/Other
freshmen isforecast to increase from 8.1 percent in Fall 1998 to 8.6
percent by 2010. White/Other students admitted by special action
are expected to add an additional 0.43 percentage points, resulting
in atotal public participation rate of 9.0 percent by 2010.

Approximately 82.3 percent of entering White/Other freshmen are
expected to have graduated from California public high schools,
while about 13.7 percent are forecast to have originated from pri-
vate high schools and 4.0 percent from out-of-state high schools.

Approximately 60.9 percent of the White/Other regularly admissi-
ble freshmen and 41.8 percent of the specia action admits are ex-
pected to persist to graduation.
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DISPLAY 3-26 Estimated Percentage of Public High School Graduates
Eligible for Freshman Admission to the California Sate
University, by Racial/Ethnic Group, 1983, 1986, 1990, and 1996

Racial/Ethnic Group 1983 1986 1990 1996
All Graduates 29.60% 27.50% 34.60% 29.60%
African Americen 9.10% 10.80% 18.63% 13.20%
Graduates

Asian Graduates 49.00% 50.00% 61.50% 54.40%
Latino Graduates  15.30% 13.30% 17.30% 13.40%
White Graduates 33.50% 31.60% 38.20% 36.30%

Source: California Postsecondary Education Commssion High School Eligibility Reports,
1983, 1986, 1990, and 1996.

deriving its annual transfer projections, the Commission considered the State
University’s community college transfer goals expressed through year 2005,
but as noted below, does not find them reasonable.

The State University regards the transfer function as an important facet of
providing educational opportunities, leading to the baccalaureate degree, to
the state’ s diverse population of learners — many of whom are working adults
with established families. Through improved transfer articulation agree-
ments, and expanded advising and guidance efforts, the CSU anticipates en-
rolling approximately 64,000 community college transfer students annually
by 2005. The Commission’s analysis reveals that this transfer target may not
be reached until 2010 — five years later than the CSU anticipates. One of the
Commission’s magjor consideration in deriving transfer demand estimates was
the recent decline in the number of community college transfers to the CSU,
despite enhanced transfer reform efforts undertaken by both the State Univer-
sity and the University of California

In spite of the State University’s annual transfer targets, the number of com-
munity college transfers to that system actually declined by nearly 10 percent
between 1995 and 1998. Given this decline, and the observed historical
transfer patterns exhibited by students of various racial/ethnic and age
groups, it does not seem plausible that the CSU will be able to attract an addi-
tional 20,791 annual community college transfers above the Fall 1998 trans-
fer enrollment base of 43,209, the number required to meet its 2005 target.
For most age groups, the Commission expects transfer rates to return at a
moderate pace to the peak averages observed between 1994 and 1996.
These transfer rates, aong with current CSU transfer graduation rates, are
presented in Display 3-32.
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DISPLAY 3-27 California State University Anticipated First-Time Freshmen Enrollment

Demand, Baseline Projection by Racial/Ethnic Group and Admission Satus

Academic Year 1999-00 to 2010-11

African/ Native Foreign
Y ear American Asian Latino American |White/Other| Students Total
Regular Admits
1999-00 1,886 7,451 7,367 261 13,282 596 30,843
2000-01 1,938 7,774 7,665 278 13,840 621 32,116
2001-02 2,013 7,990 7,989 288 14,274 642 33,196
2002-03 2,108 8,098 8,392 316 14,517 659 34,090
2003-04 2,230 8,202 8,809 323 14,979 677 35,220
2004-05 2,323 8,107 9,233 342 14,600 682 35,287
2005-06 2,430 8,446 9,725 358 14,395 697 36,051
2006-07 2,533 8,979 10,333 361 14,608 726 37,540
2007-08 2,676 9,103 10,859 387 14,729 745 38,499
2008-09 2,745 9,453 12,055 401 15,083 784 40,521
2009-10 2,694 9,496 12,445 383 14,324 777 40,119
2010-11 2,580 9,833 12,853 393 13,719 778 40,156
Special Action Admits
1999-00 766 656 1,708 47 695 0 3,872
2000-01 769 679 1,757 49 710 0 3,964
2001-02 782 691 1,812 49 718 0 4,052
2002-03 801 694 1,882 52 719 0 4,148
2003-04 830 696 1,955 51 733 0 4,265
2004-05 864 682 2,027 53 723 0 4,349
2005-06 904 704 2,113 54 713 0 4,488
2006-07 942 742 2,244 54 724 0 4,706
2007-08 996 746 2,358 58 730 0 4,888
2008-09 1,021 768 2,618 60 747 0 5,214
2009-10 1,002 764 2,703 57 710 0 5,236
2010-11 960 785 2,791 59 680 0 5,275

Source: CPEC Staff Analysis.
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DISPLAY 3-28 California Sate University Anticipated First-Time Freshmen Enrollment
Demand, Low Alternative Projection by Racial/Ethnic Group and Admission Status
Academic Year 1999-00 to 2010-11

African/ Native Foreign
Year American Asian Latino American |White/Other| Students Total
Regular Admits
1999-00 1,843 7,437 7,288 252 13,214 592 30,626
2000-01 1,852 7,687 7,498 259 13,489 607 31,392
2001-02 1,881 7,827 7,731 260 13,635 618 31,952
2002-03 1,927 7,860 8,032 277 13,663 626 32,385
2003-04 1,997 7,889 8,342 274 13,927 639 33,068
2004-05 2,080 7,727 8,650 282 13,741 640 33,120
2005-06 2,176 7,979 9,016 287 13,549 651 33,658
2006-07 2,268 8,407 9,577 289 13,748 676 34,965
2007-08 2,396 8,448 10,064 310 13,862 692 35,772
2008-09 2,458 8,696 11,172 320 14,195 727 37,568
2009-10 2,412 8,660 11,533 306 13,482 719 37,112
2010-11 2,310 8,892 11,912 314 12,912 718 37,058
Special Action Admits
1999-00 766 656 1,708 47 695 0 3,872
2000-01 769 679 1,757 49 710 0 3,964
2001-02 782 691 1,812 49 718 0 4,052
2002-03 801 694 1,882 52 719 0 4,148
2003-04 830 696 1,955 51 733 0 4,265
2004-05 864 682 2,027 53 723 0 4,349
2005-06 904 704 2,113 54 713 0 4,488
2006-07 942 742 2,244 54 724 0 4,706
2007-08 996 746 2,358 58 730 0 4,888
2008-09 1,021 768 2,618 60 147 0 5,214
2009-10 1,002 764 2,703 57 710 0 5,236
2010-11 960 785 2,791 59 680 0 5,275

Source: CPEC Staff Analysis.
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DISPLAY 3-29 Firgt-Time Transfer Sudents to the California State University
Academic Year 1998-99 to 2010-11 (CPEC Baseline Projection)

Community College Transfers Other Transfers
African/ Native White/ | CCC Other Out of Total

Year |American Asian Latino American Other | Subtotal | Calif. Inst. State Foreign| Transfers
1998-99| 2,430 9,561 | 8,767 527 21,924 | 43,209 2,203 3,755 901 50,068
1999-00| 2,553 10,013 | 9,283 552 22,661 | 45,062 2,297 3,916 940 52,216
2000-01 2,677 10,464 | 9,799 576 23,398 | 46,914 2,392 4,077 979 54,362
2001-02 2,800 10,916 | 10,315 601 24,135 | 48,767 2,486 4,238 1,017 56,509
2002-03| 2,923 11,368 | 10,830 626 24,872 | 50,619 2,581 4,399 | 1,056 58,655
2003-04 3,047 11,819 | 11,346 651 25,609 | 52,472 2,675 4,560 1,094 60,802
2004-05 3,170 12,271 | 11,862 675 26,346 | 54,324 2,770 4,721 1,133 62,948
2005-06 | 3,294 12,723 | 12,378 700 27,083 | 56,178 2,864 4882 | 1,172 65,096
2006-07| 3,417 13,174 | 12,894 725 27,820 | 58,030 2,959 5,043 | 1,210 67,242
2007-08 3,540 13,626 | 13,409 750 28,557 | 59,882 3,053 5,204 1,249 69,388
2008-09 3,664 14,078 | 13,925 774 29,295 | 61,736 3,148 5,365 1,288 71,537
2009-10| 3,787 14,529 | 14,441 799 30,032 | 63,588 3,242 5526 | 1,326 73,683
2010-11 3,910 14,981 | 14,957 824 30,769 | 65,441 3,337 5,687 1,365 75,830

Source: CPEC Staff Analysis
DISPLAY 3-30 First-Time Transfer Students to the California State University
Academic Year 1998-99 to 2010-11 (CPEC Low Alternative Projection)
Community College Transfers Other Transfers
African/ Native White/ | CCC Other Out of Total

Year | American Asian Latino American Other | Subtotal | Calif. Inst. State Foreign| Transfers
1998-99| 2,430 9561 | 8,767 527 21,924 | 43,209 2,203 3,755 901 50,068
1999-00] 2,505 9,882 | 9,143 542 22,368 | 44,441 2,266 3,862 927 51,495
2000-01| 2,582 10,214 | 9,535 558 22,821 | 45,711 2,331 3,973 953 52,967
2001-02| 2,662 10,557 | 9,944 574 23,284 | 47,021 2,397 4,086 981 54,485
2002-03| 2,744 10,912 | 10,371 590 23,755 | 48,372 2,466 4,204 | 1,009 56,051
2003-04| 2,829 11,278 | 10,816 607 24,237 | 49,767 2,537 4325 | 1,038 57,667
2004-05| 2,916 11,657 | 11,279 624 24,728 | 51,205 2,611 4,450 | 1,068 59,334
2005-06| 3,006 12,049 | 11,763 642 25,229 | 52,690 2,686 4579 | 1,099 61,054
2006-07| 3,099 12,454 | 12,268 661 25,740 | 54,221 2,764 4712 | 1,131 62,829
2007-08| 3,195 12,872 | 12,794 680 26,261 | 55,802 2,845 4850 | 1,164 64,660
2008-09| 3,294 13,304 | 13,343 699 26,793 | 57,433 2,928 4991 | 1,198 66,551
2009-10| 3,395 13,751 | 13,915 719 27,336 | 59,117 3,014 5138 | 1,233 68,502
2010-11| 3,500 14,213 | 14,512 740 27,890 | 60,855 3,103 5289 | 1,269 70,516

Source: CPEC Staff Analysis
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DISPLAY 3-31 Anticipated Undergraduate Enrollment at the California Sate University
by Enrollment Category Between Fall 1999 and Fall 2010, Using the

Commission's Baseline Projection*

First-time Freshmen Transfer Students Continuing Students UTn(ZI[Zdr-

Fall Number Percent | Number Percent | Number Percent | graduates
1999 33,326 12% 34,984 12% 218,193 76% 286,504
2000 34,637 12% 36,422 12% 223,592 76% 294,651
2001 35,758 12% 37,861 12% 229,425 76% 303,044
2002 36,708 12% 39,299 13% 235,686 76% 311,693
2003 37,906 12% 40,737 13% 241,962 75% 320,605
2004 38,051 12% 42,175 13% 249,562 76% 329,788
2005 38,917 11% 43,614 13% 256,720 76% 339,252
2006 40,556 12% 45,052 13% 264,276 76% 349,884
2007 41,652 12% 46,490 13% 272,592 76% 360,734
2008 43,906 12% 47,929 13% 279,834 75% 371,669
2009 43,541 11% 49,367 13% 290,698 76% 383,606
2010 43,614 11% 50,806 13% 301,124 76% 395,544

1. Thisdisplay includesfirst-time freshmen and transfer students entering only in the fall terms.

Source: CPEC Staff Analysis.

DISPLAY 3-32 Community College Transfers to the California Sate University, and Their

Expected Graduation Rate (Transfer Rate Expressed per 1,000 Sudents

by Age and Ethnic-Racial Group)

Age-Group
Racial/Ethnic Graduation

Group Year 18t0 19 20to 24 25t029 30to0 49 50to 59 Rate

African-Amer 1998 33 26.0 22.7 13.7 6.6
' 2010 38 31.0 24.0 14.9 6.6 42.7

Asian 1998 52 58.9 37.6 11.3 2.7
2010 53 62.7 419 134 2.7 61.9

Latino 1998 2.2 33.3 23.2 11.3 34
2010 2.3 35.6 24.0 11.7 34 58.5

Native Amer 1998 52 39.3 29.6 23.7 9.0
' 2010 52 50.0 30.2 23.7 9.0 57.2

White 1998 5.0 52.7 26.7 12.2 2.1
2010 53 59.5 29.9 13.2 21 66.1

Source: California State University; CPEC Staff Analysis.
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Projected
enrollment
demand at the
California
Community
Colleges

The California Community College system is the largest postsecondary sys-
tem in the nation, and currently serves over 1.4 million adults and high school
seniors. Since shortly after World War 1, the community college mission
has continued to evolve to meet the state’ s changing workforce and economic
needs. Presently, the system is responsible statutorily for lower-division aca
demic instruction, occupational and vocational education, adult education,
remedia and basic skills education, and community service and avocation
programs. In 1996, the California Community College's Board of Gover-
nors, and the Chancellor’s Office, convened a task force to help guide the
system in supporting statewide needs in the 21% century. It began work by
reviewing severa important technical papers prepared by Chancellor’ s Office
staff, including Funding Scenarios and Trends Important to the California
Community Colleges, and Student Access. In addition, the task force consid-
ered several planning recommendations addressed in the Commission’s Re-
port, The Challenge of the Century (CPEC, 1995a).

Among its mgor findings, the task force recommended that the community
college system undertake immediate and deliberate measures to ensure edu-
cational opportunity and access to California adults at rates similar to those
recorded during the middle 1970s. Beginning in the latter half of the 1950’s,
community college participation had increased steadily from approximately
40 students per 1,000 California adults to nearly 88 students per 1,000 adults
in 1975. By Fall 1995, however, the peak participation rate had plummeted
to 57.5 students per 1,000 adults.

In the Commission’s 1995 enrollment study, staff noted that the declines in
community college enrollments that occurred during the first half of the
1990s appeared to have resulted from legidative actions undertaken to man-
age growth in a time of fiscal uncertainty. For example, the 9.0 percent de-
cline in community college enrollments that occurred between Fall 1992 and
Fall 1993 coincided with the implementation of Senate Bill 766 (1992). This
bill raised community college fees for students with a baccalaureate degree
from $6 per unit to $50 per unit, increased fees for non-baccalaureate stu-
dents from $6 per unit to $10 per unit, and removed the 10-unit limit on
courses for which students would be charged. Subsequent legislative action
in 1993 raised the enrollment fee for students without a baccal aureate degree
from $10 per unit to $13 per unit.

With the sunset of Senate Bill 766 in 1996, and areturn of student feesto $12
per unit, community college enrollments rose. Between Fall 1995 and Fall
1998, the system’'s total enrollment increased by nearly 10 percent, or
129,000 additional students. The Commission’s Baseline Forecast indicates
that student demand for the California Community Colleges will climb by
35.9 percent, or 528,918 additional students by Fall 2010 (Display 3-33).
The annual average growth rate of 2.6 percent means that 82 of every 1,000
Californians age 15 to 59 will be enrolled in the community colleges by year
2010 — up from the present overall rate of 60.4 students per 1,000. Approxi-
mately 71 percent of the new student demand for the community colleges is
expected to result entirely from population growth. Under the Commission’s
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DISPLAY 3-33 California Community Colleges Total Enrollment Demand,
Fall 1998 to Fall 2010 (1999 CPEC Baseline Projection Series)

ial/Ethni | | S )

Year (Fall|  African/ _ _ Native _
Term) American Asian Latino American White/ Other | Grand Total
1998 116,018 250,023 385,684 16,657 706,618 1,475,000
1999 118,716 257,627 400,196 16,958 719,071 1,512,567
2000 121,476 265,462 415,254 17,264 731,743 1,551,199
2001 124,301 273,535 430,878 17,576 744,638 1,590,929
2002 127,191 281,854 447,090 17,894 757,761 1,631,790
2003 130,149 290,425 463,912 18,218 771,115 1,673,819
2004 133,175 299,258 481,367 18,547 784,705 1,717,052
2005 136,272 308,359 499,479 18,882 798,533 1,761,525
2006 139,441 317,737 518,273 19,223 812,606 1,807,279
2007 142,683 327,400 537,773 19,571 826,927 1,854,353
2008 146,001 337,356 558,008 19,924 841,499 1,902,789
2009 149,396 347,616 579,003 20,284 856,329 1,952,629
2010 152,870 358,188 600,789 20,651 871,420 2,003,918

Percentage Changes

Racial/Ethnic Category (Under graduate Students)

Year (Fall African/ Native Total Percent
Term) American Asian Latino American White/ Other Change
1999 2.33% 3.04% 3.76% 1.81% 1.76% 2.55%
2000 2.33% 3.04% 3.76% 1.81% 1.76% 2.55%
2001 2.33% 3.04% 3.76% 1.81% 1.76% 2.56%
2002 2.33% 3.04% 3.76% 1.81% 1.76% 2.57%
2003 2.33% 3.04% 3.76% 1.81% 1.76% 2.58%
2004 2.33% 3.04% 3.76% 1.81% 1.76% 2.58%
2005 2.33% 3.04% 3.76% 1.81% 1.76% 2.59%
2006 2.33% 3.04% 3.76% 1.81% 1.76% 2.60%
2007 2.33% 3.04% 3.76% 1.81% 1.76% 2.60%
2008 2.33% 3.04% 3.76% 1.81% 1.76% 2.61%
2009 2.33% 3.04% 3.76% 1.81% 1.76% 2.62%
2010 2.33% 3.04% 3.76% 1.81% 1.76% 2.63%
C-L(;;aglje 31.8% 43.3% 55.8% 24.0% 23.3% 35.9%

Source: Demographic Research Unit; CPEC Staff Analysis.
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DISPLAY 3-34 California Community Colleges Total Enrollment Demand,
Fall 1998 to Fall 2010 (1999 CPEC Low Alternative Projection Series)

Racial/Ethnic Category (Undergraduate Students)

Year (Fall African/ Native
Term) American Asian Latino American White/ Other | Grand Total
1998 116,018 250,023 385,684 16,657 706,618 1,475,000
1999 117,804 256,976 395,899 16,866 715,204 1,502,748
2000 119,617 264,121 406,385 17,078 723,893 1,531,095
2001 121,458 271,466 417,149 17,292 732,689 1,560,054
2002 123,327 279,015 428,198 17,509 741,591 1,589,640
2003 125,226 286,774 439,540 17,728 750,602 1,619,869
2004 127,153 294,748 451,182 17,951 759,722 1,650,755
2005 129,110 302,944 463,132 18,176 768,952 1,682,315
2006 131,097 311,369 475,399 18,404 778,295 1,714,564
2007 133,115 320,027 487,990 18,635 787,752 1,747,519
2008 135,164 328,926 500,915 18,869 797,323 1,781,198
2009 137,245 338,073 514,183 19,105 807,011 1,815,617
2010 139,357 347,474 527,802 19,345 816,816 1,850,794

Percentage Changes

Racial/Ethnic Category (Undergraduate Students)

Year (Fall African/ Native Total Percent
Term) American Asian Latino American White/ Other Change
1999 1.54% 2.78% 2.65% 1.25% 1.22% 1.88%
2000 1.54% 2.78% 2.65% 1.25% 1.22% 1.89%
2001 1.54% 2.78% 2.65% 1.25% 1.22% 1.89%
2002 1.54% 2.78% 2.65% 1.25% 1.22% 1.90%
2003 1.54% 2.78% 2.65% 1.25% 1.22% 1.90%
2004 1.54% 2.78% 2.65% 1.25% 1.22% 1.91%
2005 1.54% 2.78% 2.65% 1.25% 1.22% 1.91%
2006 1.54% 2.78% 2.65% 1.25% 1.22% 1.92%
2007 1.54% 2.78% 2.65% 1.25% 1.22% 1.92%
2008 1.54% 2.78% 2.65% 1.25% 1.22% 1.93%
2009 1.54% 2.78% 2.65% 1.25% 1.22% 1.93%
2010 1.54% 2.78% 2.65% 1.25% 1.22% 1.94%
Total

20.1% 39.0% 36.8% 16.1% 15.6% 25.5%

Change

Source: Demographic Research Unit; CPEC Staff Analysis.
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Low Alternative, community college demand is projected to increase by 25.4
percent, or 375,794 (Display 3-34 and 3-35).

In deriving community college demand, the proportion of the state’s popula-
tion (by racial/ethnic and age group) that enrolled in a community college
during the past 10 years were tracked. This cross-comparison of enrollment
by ethnic-racial and age group generated 30 independent participation rates
that supported the conclusion that California’s younger adults were affected
least by legidative policies designed to curtail enrollment growth during re-
cession years. In contrast, participation rates of older adults were more vola-
tile during the early 1990s. Since 1995, however, participation rates among
the primary community college age cohorts (i.e., 18-19, 20 to 24, and 25 to
29) have improved at a steady pace. The Commission expects rates for these
groups, across al ethnic categories, to continue to increase moderately
throughout the next decade (Display 3-36).

Factors that are expected to contribute to increased participation include: (1)
afavorable California labor market for jobs in which the community colleges
are a mgjor provider of training and preparation; (2) a shift in the State’s
economy from industrial jobs to service-oriented jobs that will require educa-
tional experience beyond high school; (3) the community college’ s expanded
role in remedial education, and (4) system strategic planning initiatives that
are intended to improve student access, transfer readiness, certificate and li-
censure completion rates, basic skills acquisition, and welfare to work transi-
tion. The overall participation rate of 60.4 students per 1,000 adults would



DISPLAY 3-36 California Community College Enrollment Demand
by Age-Group and Racial/Ethnic Group

Age-Group
Racial/Ethnic
Group Year 15to0 17 18t0 19 20to 24 25t029 30to 49 50to 59
African-Amerid 1997 3.3% 27.6% 17.3% 10.0% 5.8% 3.7%
2010 4.2% 28.7% 18.4% 11.1% 6.7% 4.0%
Agan 1997 4.8% 38.6% 28.2% 12.6% 51% 5.9%
2010 51% 39.4% 28.2% 12.6% 57% 6.1%
Latino 1997 2.1% 23.9% 15.8% 6.2% 3.1% 2.5%
2010 3.0% 25.2% 16.9% 7.3% 4.1% 2.8%
Native America 1997 6.9% 52.5% 33.5% 17.0% 8.1% 5.8%
2010 7.2% 53.0% 34.5% 18.0% 9.1% 6.8%
White 1997 4.1% 31.9% 17.9% 8.1% 3.8% 4.9%
2010 4.4% 33.9% 18.9% 9.1% 4.3% 4.9%

Source: Demographic Research Unit; CPEC Staff Analysis.

DISPLAY 3-37 Anticipated California Community College Enrollment by Age Group, with Percentage
Distribution, Fall 2010

N=2,003,918

50-59 15-17

11.4% 3.6% 18-19
20.6%

Source: CPEC Staff Analysis.

rise to 75.8 students per 1,000 adults by year 2010, even if participation rates
were to remain constant at Fall 1998 levels. Thiswould occur because of the
differential growth patterns that are projected to occur among California’s
various age-groups. As noted earlier, two of the state’'s traditional college
age-groups (18 to 19, and 20 to 24) are projected to grow twice as rapidly as
the state’s general population. Because these age-groups also are expected to
account for nearly half of community college enrollments, there would be
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more students enrolled in the community colleges per 1,000 adults by year
2010 even if all 30 participation rates remained constant. The projected age-
group representation of community college students in 2010 is presented in
Display 3-37 above.

Enrollment
demand
implications for
the State's
independent and
private colleges
and universities

According to the report, The Uncertain Partnership, by the Association of
Independent Colleges and Universities (AICCU, 1995), the independent col-
leges and universities represent the oldest higher education tradition in Cali-
fornia, as evidenced by the founding of Santa Clara University and the Uni-
versity of Pacific in the 1850s several years before the first public college
was established. A discussion of enrollment demand would not be complete,
therefore, without recognizing the significant contribution that private inde-
pendent colleges and universities make in supporting the instructional, pro-
fessional, and research needs of California. Presently, 637 independent and
private institutions participate in federal student aid programs (Title IV) in
California, which means that students who attend these institutions are eligi-
ble to apply for student financial aid. These ingtitutions have diverse mis-
sions and offer a wide range of certificate, degree, and professional training
programs.

The mgjority of the 637 non-public institutions in California are vocational-
technical institutes. A subset of about 200 degree-granting independent and
private institutions that are headquartered in California — such as Stanford
University, National University, the University of Southern California,
Westmont College, Mills College, and the San Francisco Conservatory of
Music — account for about 24 percent of all undergraduate enrollment at four-
year ingtitutions in the state, and about 57 percent of graduate enrollment.
Consistent and reliable enrollment data for these 200 institutions has been
difficult to obtain and track over time because, until Fall 1998, the sector was
not required to submit annual Integrated Postsecondary Education Data Sys-
tem (IPEDS) enrollment data to the California Postsecondary Education
Commission.

There were 176,832 undergraduates were enrolled in the degree-granting in-
dependent and private colleges and universities in Fall 1998 and 146,705 stu-
dents were enrolled in graduate programs offered by those institutions (Dis-
play 3-38). These figures do not include students enrolled in one of the over
2,000 non-degree-granting, proprietary and non-profit vocational schools that
are approved by the Bureau of Private Postsecondary and Vocational Educa-
tion within the State Department of Consumer Affairs, nor do the figures in-
clude students enrolled in institutions such as the University of Phoenix,
which has 17 educational sites throughout California, but which is headquar-
tered in Arizona. This later group of institutions submit IPEDS enrollment
forms directly to the federal government from their primary state of business.

Of the approximately 200 independent and private institutions that report en-
rollment data to the Commission, 74 are members of the AICCU and are ac-
credited by the Western Association of Schools and Colleges (WASC). A
1991 provision of the State's Educational Code recognized the shared re-
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DISPLAY 3-38 Undergraduate and Graduate Enrollment Among the 200 California
Independent and Private Colleges and Universities that Submitted
IPEDS Enrollment Forms to the Commission for Fall 1998

Item Enrollment Per cent
African-American 12,171 6.9%
Asian 30,110 17.0%
Latino 28,745 16.3%
Native American 1,606 1.0%
White/Other 92,886 52.5%
Foreign Students 11,314 6.3%
Total Undergraduate Students 176,832 54.7%
Total Graduate Sudents 146,705 45.3%
Total Sudents 323,537 100.0%

Source: Association of Independent California Colleges and Univeristies

sponsibility of the AICCU institutions and the State’ s public higher education
system in providing educational opportunity and success to the broadest
range of Californians (State Education Code 866010.2). The remaining non-
public degree-granting institutions are recognized by the U.S. Department of
Education. The AICCU institutions account collectively for about 95 percent
of the total student enrollment of comprehensive non-public institutions. The
sector continues to provide graduate research education to more part-time
working adults. In Fall 1998, 43 percent of the graduate students enrolled in
independent colleges and universities were part-time adult students, in com-
parison to 7.0 percent of UC graduate students and 74 percent of CSU gradu-
ate students. AICCU reported in 1995 that the “sizable student population,
workforce, and portfolio enabled the independent sector to contribute $13
billion annually to the economy of California’ (AICCU, 1995).

Establishing reliable demand estimates for the independent and non-public
degree-granting sectors is a difficult and complex challenge for several rea-
sons. First, each non-public institution is governed by an independent gov-
erning board. Decisions about growth may or may not be directly related to
demographic and socioeconomic conditions in the state. That is, although
these institutions continue to demonstrate responsiveness to State needs, in-
dividual decisions about growth are dispersed among the individual boards.
The AICCU (1999) notes that growth in the independent sector during the
last decade has come from unexpected places. In order for the Commission

to estimate demand for the independent sector with a reasonable degree of
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precision, more information is needed regarding the influence of demo-
graphic factors on the enrollment planning efforts of the state’'s independent
colleges and universities.

Second, student demand among the independent institutions has tended to
vary with various institutional and systemic decisions. For example, over the
preceding decade the number of California residents enrolled in independent
ingtitutions varied in part with the maximum level of Cal Grant award. In the
1995 AICCU study of the financial condition of independent colleges, it was
observed that as the value of the maximum Cal Grant award declined in rela-
tion to the average tuition in the sector, the percentage of California resident
students enrolled in the sector declined. As aresult, California s independent
colleges recruited out-of-state students more heavily. Over the last severa
years though, as the value of the maximum Cal Grant has been restored, the
percentage of California residents enrolled in the independent sector has be-
gun to return to historical levels. In fact, recent growth among some inde-
pendent institutions has been greater than the average undergraduate enroll-
ment growth in the public sector. If thistrend continues, the independent sec-
tor in the future may accommodate a greater share of total undergraduate en-
rollment in the state.

The AICCU has devised a genera classification system that categorizes its
affiliated member institutions based on such descriptors as enrollment,
budget size, endowment, average faculty salary, educational mission, and ba-
sic curricula (Display 3-39).

DISPLAY 3-39 AICCU Classification of Independent Colleges and Universities

Classification Group Group Description
Group | Doctora Research Universities
Group 1A Comprehensive Universities

(FTE Enrollment of 2,500 to 7,000)

Comprehensive Colleges and Universities

Group 1B (FTE Enrollment of 1,000 to 5,000)
Group Il Liberal Arts College with ahigh level of
Endowment
Liberal Arts Colleges and Universities
Group IVA (FTE Enroliment of 500 to 1,000)
Groun IVA Small Liberal Arts Institutions
P (FTE Enrollment of 300 to 1,000)
Group V Specialized Institutions
Group VI Professional Schools
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The Commission believes that it would be appropriate to apply the AICCU
classification system to the expanded class of independent degree-granting
ingtitutions, both members and non-members of AICCU, as a framework for
analyzing historical enrollment patterns and as an analytical tool for estimat-
ing future student demand. The comprehensive independent institutions tend
to be subject to at least some of the demographic and economic pressures
similar to those of the State's public four-year universities. It seems reason-
able, therefore, that the Commission’s student-flow model could be used to
apply average persistence and graduation rates observed in the independent
sector to projected numbers of new freshmen and transfer students to this sec-
tor to simulate the likely enrollment life histories of students from entry to
final departure.

The Commission’s model would also have to include relevant factors specific
to the independent sector including all of the following:

* Arecognition that net price in the sector affects enrollments. For exam-
ple, if the rate of tuition increase exceeds the rate of change in personad
income in the state, students may be less likely to enroll in an independ-
ent college.

* The level of governmentally and institutionally provided student assis-
tance available to students. The difference between posted price and net
price may affect both the type of students attracted to the sector as well as
the number of students attracted.

» The relationship between net prices in the public sector and net pricesin
the independent sector. If there is a wide difference between those two
figures, then enrollments among the independent sector may tend to de-
cline.

» The perceived educational value and instructional quality in the inde-
pendent sector. If families and students perceive that the sector offers
better value, for example either through higher graduation rates or more
personalized education, then participation rates may increase.

* The level of tuition dependency in the sector. As the proportion of total
revenue coming from tuition increases, the flexibility of the sector to re-
spond to new needs and challenges will likely diminish.

At present, the Commission’s enrollment demand database does not include
the necessary longitudinal information described above to derive valid and
reliable projections of student demand in the independent sector. Even so, it
is important that the Commission at least provide State officials and policy-
makers with a rough estimate of the likely contribution of the independent
sector in helping to meet the educational goals of Californians over the next
12 years. To derive agenera estimate of student demand for the independent
colleges and universities, the Commission calculated ethnic-specific under-
graduate participation rates based on the 197 institutions that submitted offi-
cial IPEDS enrollment forms.
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The calculated participation rates were applied to the Department of Fi-
nance's population projections by ethnic-racial category for the traditional
undergraduate college-going age cohort (18 to 29). The result suggests that,
if current participation rates remain fairly stable over the next 12 years, the
undergraduate demand for the independent sector would increase from
176,832 in Fall 1998 to 220,060 by year 2010. This trandlates to a 24.4 per-
cent increase or 43,228 additional students. The independent sector would
continue to account for a substantial portion of student demand among four-
year colleges and universities (Display 3-40). If graduate students continue
to comprise about 45.3 of total enrollment in the independent sector, then the
Commission estimates that graduate demand in this sector may increase from
146,705 in Fall 1998 to 182,244 by year 2010 (Display 3-41).

DISPLAY 3-40 Undergraduate Enrollment Demand Projections,
California Public and Private Four-Year Colleges and Universities,
Fall 1998 to Fall 2010
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Source: AICCU; CPEC Staff Analysis.

If participation rates among the independent sector return to historical peak
levels, then the market share of total undergraduate demand among compre-
hensive baccalaureate degree-granting institutions (public and non-public)
accommodated by the independent sector may increase from 24 percent to 30
percent by 2010. This growth would translate to 65,891 additional students
beyond the number the number of students enrolled in non-public degree-
granting institutions in Fall 1998.
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DISPLAY 3-41 Estimate of Undergraduate and Graduate Enrollment Demand at

197 Degree-Granting Independent and Private Colleges and Universities
That Participatein Title IV Sudent Financial Aid, Fall 1998 and Fall 2010

Fall 2010 Fall 2010

Estimated Estimated

Eall 1998 Enrollment Enrollment

Enrollment (Option A)* (Option B)?
African American 12,171 14,363 16,196
Asian 30,110 41,831 47,169
Latino 28,745 38,504 43,417
Native American 1,606 1,731 1,952
White/Other 92,886 109,552 123,532
Foreign Students 11,314 14,079 15,877
Total Undergraduate Students 176,832 220,060 248,143
Total Graduate Students 146,705 182,244 205,501
Total Students 323,537 402,304 453,644

1. Current participation rates held constant.

2. Assumes moderate increase in participation rates. This demand estimate assumes that the non-public
postsecondary sector would increase its share of total undergraduate demand among 4-year institutions
from 24 percent to 30 percent by 2010.

Concluding The Commission’s higher education enrollment demand projections con-
enrollment  tained in this chapter were derived with the assistance of key demographers,
demand remarks enrollment planners, and educators who lent technical expertise in helping
staff interpret and analyze the demographic, cognitive and socioeconomic
factors presumed to influence college-going behavior and participation.
When these factors were incorporated into the Commission’s enrollment
model, the results revealed that over 2.7 million persons would be seeking
enrollment in California public colleges and universities by 2010. The 35.8
percent growth in enrollment demand translates to 714,753 additional stu-
dents beyond the number of students participating in public higher education
in Fall 1998. Further analysis of these new students reveals that they un-
doubtedly will be the most diverse student body in California history with
respect to academic and career interests, demographic makeup, socioeco-
nomic status, and preferred learning style. They will also be the first genera
tion of students who will be almost completely comfortable with technology,
and who will therefore expect technology to be fully integrated into nearly all
of their educational experiences.
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Although the Commission’s Baseline Forecast reflects substantial growth in
student demand over the next 12 years, there are a number of strategic plan-
ning initiatives that have been expanded or implemented recently that may
lead to even greater demand than is implied by this present enrollment study.
Although the Commission took many of these programs into account when it
estimated future participation rates, it is quite probable that their impact on
student demand may have been understated or underestimated. That is, the
Commission made very conservative judgments about the likely impact of
recent initiatives because the evaluative tools needed to estimate potential
program success are just now being designed by the systems. Consequently,
it is not possible at this time to predict quantitatively what effect certain pro-
grams might have on student demand in the immediate and distant future.
Instead, the Commission reviewed carefully the philosophy of selected initia-
tives and programs to determine the educational values (e.g., student access,
motivation, academic preparation) that are intended to be addressed by them
and then related these values to various facets of student demand. Once
done, the Commission evaluated the ingtitutional and organizational ar-
rangements that have been put in place to achieve desired outcomes. Quite
often, educational improvement programs have failed to achieve specific
aims and purposes because the treatment services rendered were not arranged
and interconnected in alogical and coherent fashion.

The outreach programs of the University of Caifornia and the California
State University represent a significant educational improvement strategy that
may have a more immediate impact on student demand than the Commission
currently anticipates. Traditionally, outreach programs have delivered aca-
demic enrichment programs and services to underrepresented racial groups
primarily at the high school level. For example, Summer Bridge Programs
and Science Academies have proven to be quite successful in helping high
school students transition to college. Such programs, however, have had lim-
ited impact on student demand because they tended to target those students
who were aready on a college-preparatory track.

More recently, higher education outreach programs have begun to place
greater emphasis on student achievement at the primary level that, in the fu-
ture, should lead to a more substantial college-preparatory pool at the senior
high-school level. Equally significant, both UC and CSU are expanding the
breadth of their outreach programs to address the full range of cognitive and
environmental factors associated with college eligibility and student aca-
demic achievement. For example, UC Davis' s Reservation for College Pro-
gram is based on the philosophy that college begins in Kindergarten. The
program offers a full range of services to selected 4™ grade students in the
Sacramento area. Moreover, UC Davis has committed to paying the college
fees of all student participants attending Oak Park elementary school — the
pilot site —who continue in the program through high school.

In general, the UC and CSU outreach programs stress common goals, shared
responsibility (i.e., students, families, teachers, counselors, and administra-
tors) and public accountability. The Commission believes that the major im-
pact of early outreach programs will be noticeable in year 2008, when current
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4™ grade participants become high school seniors. It is quite possible,
though, that significant program effects may become evident much sooner.

Another significant initiative that is likely to impact student demand is the
California State University’s Cornerstones planning framework. This initia
tive rests on four fundamental CSU commitments. (1) providing educational
excellence in a student-centered environment; (2) ensuring educational access
to a growing population of learners with diverse learning preferences and as-
pirations, while not sacrificing excellence; (3) monitoring and providing evi-
dence of student success and institutional effectiveness for public account-
ability purposes; and (4) linking the CSU more effectively with changing
economic and labor market needs of the State. These important commit-
ments collectively are likely to have a profound effect on CSU course com-
pletion and graduation rates. Improving these rates just a few percentage
points means that many more students of an entering class will likely re-
enroll each semester until eventual graduation.

Finally, the California Community College’s Partnership for Excellence ini-
tiative also has immense implications for future student demand. The initia-
tive received official approval in 1998 and represents a mutual commitment
by the State Legislature and the California Community Colleges to further the
socia and economic success of California in the coming decade. The part-
nership committed the State to funding community college enrollment expan-
sion and participation through Fall 2005. The State also has agreed to protect
the system from inflationary erosion by proving annual cost-of-living adjust-
ments and by investing $100 million (incentive funds) annually in the com-
munity college’'s base apportionment funding. In exchange, the community
colleges have committed to achieving institutional outcomes that reflect high-
priority policy objectives of the State. The initiative has established perform-
ance goals related to transfer, successful course completion, certificate and
licensure completion rates, basic skills acquisition, and workforce prepara-
tion.

The strategic programs described above are but a few of the noteworthy pro-
grams that may result in greater student demand than has been suggested by
the present study. The Commission will chart the success of these programs
and the student outcomes that flow from them.
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A

Stresses and Strains. An Analysis
of Enrollment Capacity

I ntroduction

California public higher education maintains a statewide physical inventory
of approximately 116.7 million assignable square feet (ASF) of space in three
public systems and 137 campuses. There are additional thousands of |leased
and donated outreach operations and off-campus centers, plus field stations,
observatories, research centers, and the University of Californias energy
laboratories at Berkeley, Livermore, and Los Alamosin New Mexico. Itisa
diverse and widely distributed archipelago of land and buildings that serves a
growing population of about two million California residents who attend its
campuses, centers, and specialized facilities.

The uses of this space are as varied as modern life, since higher education’s
structures include everything from simple classrooms and offices; state-of-
the-art academic, vocational, and research laboratories of every description;
to observatories, libraries, and child care centers. Included are sports arenas,
museums, cultural centers, hospitals, theaters, student unions, auditoria, dor-
mitories, auto shops, and computer laboratories. The State is responsible for
about three-fourths of this space (about 87.8 million ASF). The remaining
gpace is found principaly within the University of California, and include
arenas, student unions, living quarters, and some of the health science facili-
ties, although health science education remains a primary State responsibility.
Funds for this latter category come from the federal government, housing and
parking fees, private contributions, and other non-State sources.

Classrooms and teaching laboratories occupy very large amounts of space
within the California Community Colleges, very little space at the University
of California, and a moderate amount in the State University (Displays 4-1,
4-2, and 4-3). Specifically, only 5.9 percent of the University's total space
consists of classrooms and teaching laboratories, while those space types
comprise 44.5 percent of the space in the community colleges. If the hospi-
tals, specialized research facilities, and other spaces for which the State is not
primarily responsible are removed, UC classrooms and teaching labs increase
their share to 11.6 percent, but it is still a small portion of the total. At CSU,
teaching facilities comprise 23.5 percent of the total space.

While these numbers may seem surprising, the more complex an institution
of higher education becomes, and the more responsibilities it assumes, the
smaller the role played by regular classroom instruction. The University of
California’s responsibilities in research, the health sciences, and public ser-
vice require very large space alocations, and produce the seeming oddity that
UC manages more sguare footage on its existing nine campuses than does the
State University with 22 campuses, or the community colleges with 106.
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DISPLAY 4-1 Space Distribution at the

University of California, 1998
[ Teaching Labs-3.9% |

‘ Classrooms - 2.0% I$ /

Offices/Resear ch -

g L
*Ej":“- +.

it fr . - 5
SR q%. £ .
- : A ;| x e [ a AL
~ i A el
i on-Standard Space (e.g. Arenas, Special ||=
L abs, Hospitals) - 75.2% 3 E :

T iy i BT TR

53.2 Million Assignable Square
Feet (Incl. Health Sciences)

Source: University of California, 1998 and 1999

DISPLAY 4-2 Space Distribution at the
California Sate University, 1998
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DISPLAY 4-3 Space Distribution in the
California Community Colleges, 1998
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Space standards
and enrollment

capacity

California's enormous higher education enterprise has evolved over the
course of more than a century, and increased in complexity throughout its
entire history. It is prudent, therefore, to inquire not only how it came to be,
but also how it might be planned in the future. The Commission provided a
history of the physical development of higher education in its 1990 report A
Capacity for Learning (CPEC, 1990c). That report provided a detailed de-
scription of space and utilization standards. the mathematical measures that
determine the need for such facilities as classrooms, teaching laboratories,
faculty offices, and libraries. It aso noted that many facilities, in fact most,
are not subject to specific measurement standards, nor are the standards con-
sidered when the capacity of the institution is determined. This remains true
both because higher education contains many specialized facilities for which
standards are difficult to create, and also because policymakers in the post-
WWII era concluded that enrollment capacity in higher education should be
determined by the availability and usage of classrooms and teaching laborato-
ries alone.

That conclusion was based on the assumption that virtually all instruction
would take place in those facilities, and that other needs in the physical plant
— libraries, administration, plant maintenance, etc. — would be built as cir-
cumstances dictated. This is changing. With the advent of the Information
Age, and the growing complexity in the development of knowledge gener-
ally, the role of technology has increased, and the nature of instruction has
changed. Today, the lines between classrooms and teaching laboratories are
increasingly blurred. As amost al students have come to have access to
computers and networks — the Internet above all — the classroom has become
anywhere a student can plug in a notebook computer, be it the library, a fac-
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ulty office, or a research laboratory. What once was considered a classroom
may now, with the addition of computer workstations, be seen as a labora
tory. Further, as research has become a growing emphasis in the instructional
process, even at the undergraduate level, the lines between “teaching” labora-
tories and “research laboratories’ have become similarly faint, so much so
that many facilities administrators have come to believe that a complete
overhaul of the space standards that were developed in the 1950s through the
1970s is necessary.

Such are-evaluation of the old facilities paradigm is now underway, particu-
larly in the California State University, where the Chancellor’'s Office has
developed a new process termed “ASF per FTE” (Assignable Square Feet per
Full Time Equivaent student). The fundamental principle is that space
should not be measured solely by the activity generated in classrooms and
teaching labs, but in the activity of the entire campus. In fact, with the activ-
ity generated beyond the campus's physical boundaries now included, it has
become possible to gauge the total impact of the campus's existence.

Under this new system, each CSU campus is assigned an ASF/FTE alocation
or target that will average around 75 ASF/FTE for the entire system, but with
a range between 64 and 106 depending on a host of factors including campus
size (smaller campuses tend to have more space per student than large cam-
puses that can employ economies of scale) and curricular mix (campuses with
heavy emphases in science and engineering generally have more space per
student than campuses with emphasesin liberal arts and humanities).

In some cases such as the California Maritime Academy (currently 182.92
ASF/FTE) or California State University, Monterey Bay (120.02 ASF/FTE),
there are special circumstances that inflate the number. The Maritime Acad-
emy is a specialized facility with large vocational and engineering laborato-
ries, Monterey Bay was taken over from the military (formerly Ford Ord) and
is undergoing a campuswide renovation that will convert large military areas
into academic ones. Over time, it is expected that the ASF/FTE at the Mon-
terey Bay campus will be reduced substantially.

The ASF/FTE system has been built on the existing system of space stan-
dards for each type of space where the standards apply (so-called “standard
space”), with no attempt to liberalize the formulas currently in place™. Space
types for which there are no standards are included as they currently exist,
then added to the subtotal for standard space to produce the overall figure. In
the future, it is anticipated that each campus' s ASF/FTE number will change
as enrollments grow, the discipline mix changes, and other adjustments are
made to fit special circumstances.

Overdl, the Commission believes that the ASF/FTE system, or something
very much like it, will provide campus planners with a flexibility in the con-

! The current space and utilization formulas for classrooms and teaching laboratories were
adopted by the Legidature as “temporary” measures in 1970 (classrooms) and 1973 (teach-
ing laboratories). A major study by the Commission in 1990 (CPEC, 1990c) recommended
numerous changes, but none has been adopted into law.
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struction and renovation plans that has heretofore been absent. For example,
architects and planners will no longer be restricted to building classrooms at
exactly 15 ASF per station, as called for in the current standard. If more
space per station is needed — because of building code changes or new health
and safety requirements — or perhaps less space per station for a larger class-
room or lecture hall, planners will have the flexibility to make the nec y
changes so long as they do not exceed the overall campuswide alocation<. It
may also give planners the opportunity to add facilities regarded as essential
to the academic program, but that do not fit into the confines of the old sys-
tem. If efficiencies can be found in some other part of the physical plant, the
flexibility may be gained to build the space required. Finaly, because the
new formula takes the entire physical plant into account, it can act as a natu-
ral check on overly ambitious campus planning that concentrates on adding
gpace that falls outside of the current formulas. Such space constitutes a ma-
jority of the space on most four-year university campuses.

Determining the
physical capacity
of California
higher education

The ASF/FTE system is not currently the dominant paradigm guiding the ef-
forts of planners and policy makers, but will likely gain more adherents. In
the interim, it is useful to highlight the share classrooms and |aboratories oc-
cupy in higher education, the current benchmark for determining enrollment
capacity. An examination of these two space types alone can be useful if
good prior planning has produced a balanced physical plant. In other cases,
however, it is entirely possible to have adequate classrooms and teaching
laboratories, or even surpluses, yet be unable to add any additional students
due to shortages of support facilities. Accordingly, and as noted above, any
analysis of higher education’s capacity that fails to take into account the en-
tire physical plant is certain to be incomplete at best, or produce a false and
misleading impression a worst. A classic case of this at the University of
California’'s Los Angeles campus. At UCLA, as shown in Display 4-4, there
isatechnical surplus of classroom space sufficient to give the impression that
it could enroll an additional 11,322 full-time-equivalent students (FTES), yet
enrollments are already above a listed capacity that was derived by an analy-
sis of the entire physical plant. UCLA currently enrolls about 31,000 stu-
dents, is land locked in the Westwood community, and has no room to ex-
pand. Therefore, increasing the size of that campus to about 42,000 students
isnot possible.

Other examples of space standards giving a distorted view of actual capacity
fall into a general category the Commission has chosen to call the “Mismatch
Problem.” One important aspect of it includes circumstances where the sizes
of classrooms on a particular campus do not fit the courses planned to be of-
fered in them. Another includes classrooms that exhibit antiquated designs
that cannot accommodate modern media presentations, do not have sufficient
wheel chair access, or cannot be used because they are not properly wired for
computers or multi-media equipment. In other cases, there are mismatchesin
entire systems, particularly in the State University and the community col-

2 In some cases, the total campus-wide allocation can be increased, particularly if the curricu-
lum mix changes to courses and programs requiring greater amount of instructional space.
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leges, where population shifts have rendered some colleges overcrowded and
others underutilized. The systemwide averages may suggest an adequacy of
classroom space, but the actual location of facilities and students may have
the effect of reducing that adequacy to a significant degree.

The Commission’s analysis of higher education space shows that the most
serious problem lies with classrooms. In the community colleges, for exam-
ple, classroom capacity-load ratios (the formulas that measure the sufficiency
of classroom space) suggest that virtually every district has surplus space.
However, this “surplus’ is results from space-usage technical requirements
that are not only the highest in the nation, but are unsupportable. The Legis-
lature adopted these “temporary” standards in 1970 and has resisted any
change to them. It is also apparent that the three systems have been success-
ful in persuading the Legidature to exceed those standards since: every sub-
sequent utilization report and inventory survey has shown significant ex-
cesses in classroom space. Were the standards being strictly enforced, which
it is likely they would be if they were reasonable, it is amost certain that
there would be afar greater bal ance between needed and available space.

Such a balance is more evident in the teaching laboratory category, particu-
larly in the community colleges, which have consistently shown only slight
excesses or deficiencies. The Commission noted this in 1990 when it found
that teaching laboratory standards were tight, but still fundamentally reason-
able (CPEC, 1990c).

As the Commission indicated in 1995 in a long-range planning report, A Ca-
pacity for Growth (CPEC, 1995b), it is always necessary to use space stan-
dards with considerable caution. It is clear from the UCLA example — and
the “mismatch problem” noted above — that, while the analysis of enrollment
capacity may start with the standards for classroom and laboratory utilization,
it should no longer end there.

The next three subsections of this chapter offer a Commission analysis of
public higher education’s current physical ability to enroll both today’s stu-
dents, and to provide for the huge projected growth in enrollment demand. It
offers a similar conclusion in each case: there is some excess capacity at the
present time, an excess that may evaporate as students enter the State’s col-
leges and universities in the 1999-00 academic year, and will surely disap-
pear shortly thereafter. Of the three systems, the community colleges have
the greatest space surplus, yet are expected to experience the strongest
growth in absolute numbers. There is also strong growth, but a more modest
surplus, in the California State University. In each case, without extraordi-
nary efforts to either build new facilities, or use the existing campuses and
centers more efficiently, Californiawill shortly be unable to accommodate all
of those who desire public postsecondary education.

With that prelude to the larger discussion, the Commission offers its analysis
of current physical capacity of higher education. The cost of building addi-
tional capacity, as well as of maintaining the existing physical plant in good
working order, will be discussed in Part Five.
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University Recently, the Commission published a report on the advisability of adding a
of California tenth campus to the UC system, Opening the Central Valley (CPEC, 1999a).

It included an examination of the University’ s statewide ability to admit addi-
tional students, and reached the conclusion that while some space is avail-
able, the coming enrollment surge discussed previously will soon overwhelm
whatever space may currently be unused.

DISPLAY 4-4 Analysis of University of California 1997 Technical Enrollment Capacity

(Based Soldly on the 1970 and 1973 Legislative Space Sandards)

Classrooms Teaching L aboratories Total

WSCH? WsCH! | wscH!  FTES’
Capacity Capacity | Capacity Capacity
WSCH'  WsSCH!  Exceeds | WSCH  WSCH®'  Exceeds | Exceeds  Exceeds

Campus Capacity’  Load Load |Capacity™®  Load Load L oad Load®
Berkeley 414736 | 350001 | 64,735| 53700| 48,325 5376| 70,110 5,010
Davis 220,968 246,879 -25,911 49,085 59,063 -9,978 -35,889 -2,540
Irvine 236,209 193,447 42,762 15,165 22,394 -7,229 35,534 2,694
Los Angeles 507,336 361,341 145,995 33,953 29,528 4,425 150,420 11,322
Riverside 141,488 106,739 34,749 17,969 17,836 133 34,883 2,683
San Diego 196,264 222,038 -25,774 25,476 20,904 4,572 -21,202 -1,501
Santa Barbara 213,397 222,752 -9,355 37,773 37,401 372 -8,982 -631
Santa Cruz 125,592 132,290 -6,698 20,550 20,011 539 -6,159 -428
Totals | 2055902 1835487 200505| 253671| omsae2| 700 | 218714| 16600

1. WSCH = Weekly Student Contact Hours

2. FTES= Full-Time-Equivalent Students

3. Capacity determined by using 1970 legislative standards of .43 ASF/WSCH + 10% for service space
(ASF = Assignable Square Feet, the measure of space that can actually be occupied).

4, Capacity determined by using 1973 legidlative standards that vary by type of laboratory.

5. WSCH divided by mean contact hours per headcount student on each campus to determine FTES.

Source: UC, 1999b.

The Commission’s analysis, included as Display 4-4 above, shows a 1997
space surplus sufficient for an additional 16,609 FTES on the eight general
campuses; Display 4-5 provides a more realistic estimate of the actual space
surplus. After deducting all but 1,000 FTES of the enrollments the technical
standards indicate could be enrolled without additional facilities, the excess
dropsto 2,277 FTES. The 1,000 figure is a rough estimate, because both the
Berkeley and UCLA campuses are at their approximate capacities. This
change eliminates most of the alleged excess capacity within the University
of California system, and provides a clearer picture of UC's real ability to
enroll additional students without building new facilities.
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DISPLAY 4-5 Analysis of University of California 1997 Enrollment Capacity Adjusted
for Reduced Capacity at the Berkeley and Los Angeles Campuses

Classrooms Teaching L aboratories Total

WSCH? WSCH! | wscH*  FTES’
Capacity| WSCH Capacity| Capacity Capacity
WSCH'  WSCH® Exceeds |Capacity” WSCH® Exceeds| Exceeds —Exceeds

Campus | Capacity’ Load  Load N Load  Load Load Load®
Berkeley 414,736 | 350,001 | 64,735 53,700 | 48,325 5,376 70,110 1,000
Davis 220,968 | 246,879 | -25,911 49,085 | 59,063 -9,978 -35,889 -2,540
Irvine 236,209 | 193,447 | 42,762 15,165 | 22,394 -7,229 35,534 2,694
Los Angeles 507,336 | 361,341 | 145,995 33,953 | 29,528 44251 150,420 1,000
Riverside 141,488 | 106,739 | 34,749 17,969 | 17,836 133 34,883 2,683
San Diego 196,264 | 222,038 | -25,774 25476 | 20,904 4,572 -21,202 -1,501
Santa Barbara 213,397 | 222,752 -9,355 37,773 | 37,401 372 -8,982 -631
Santa Cruz 125,592 | 132,290 -6,698 20,550 | 20,011 539 -6,159 -428
Totals 2,055,992| 1,835487| 220,505 | 253,671 | 255,462 -1,790 | 218,714 2,277

1. WSCH = Weekly Student Contact Hours

2. FTES = Full-Time-Equivaent Students

3. Capacity determined by using 1970 legidative standards of .43 ASF/WSCH + 10% for service space
(ASF = Assignable Square Feet, the measure of space that can actually be occupied).

4. Capacity determined by using 1973 legid ative standards that vary by type of |aboratory.

5. WSCH divided by mean contact hours per headcount student on each campus to determine FTES.

Source: UC, 1999b.

With that number as a starting point for the 1997-98 academic year, it is then
possible to estimate the extent to which physical capacity will increase over
the next few years. This estimate is derived from the University’s five-year
plan, and from its annual inventory report to the Department of Finance and
the Legidative Analyst (UC, 1999b). The result shown in Display 4-6 -- with
1998-99 as a starting point to conform with the enrollment projection -- indi-

cates a very sow increase in capacity (Column

W

and 3) that levels off and

remains constant between 2003-04 and 2010-11°. The data in the inventory
report make it clear that the University intends to add very little space for en-
rollment capacity over the next few years. Its capital outlay priorities at the
moment appear to be directed more at seismic retrofits and the construction
of scientific research facilities, than to increasing undergraduate capacity.

3 Column B shows Weekly Student Contact Hours (WSCH) in classrooms and teaching labo-
ratories. It represents the way capacity is measured under existing law, and can then be con-
verted to full-time-equivalent students (FTES — Column C) by dividing WSCH by the con-
tact hour load taken by the average student, which is currently 13.8.
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Clearly, however, if the University is to accommodate the dramatic enroll-
ment demand projected in this report, those priorities will have to change.

DISPLAY 4-6 Projected Capacity and Enrollment at the
University of California, 1998-99 to 2010-11

A B | C D [ E F | G
Total Current Capacity Total Projected L oad Excess Capacity
Weekly Weekly

Student Full-Time- Student Full-Time-
Contact Equivalent Contact Equivalent

Year Hours' Students? Hours® Students’ | WSCH FTES

1998-99 2,128,916 154,812 2,141,742 155,199 -12,826 -386
1999-00 2,141,970 155,717 2,197,102 159,210 -55,133 -3,493
2000-01 2,144,267 155,882 2,247,603 162,870 -103,337 -6,988
2001-02 2,140,667 155,602 2,300,269 166,686 -159,602  -11,084
2002-03 2,166,980 157,457 2,355,731 170,705 -188,752  -13,248
2003-04 2,200,779 159,878 2,412,514 174,820 -211,735  -14,942
2004-05 2,200,779 159,878 2,471,786 179,115 -271,007  -19,237
2005-06 2,200,779 159,878 2,533,484 183,586 -332,705  -23,708
2006-07 2,200,779 159,878 2,598,454 188,294 -397,675  -28,416
2007-08 2,200,779 159,878 2,665,950 193,185 -465,171  -33,306
2008-09 2,200,779 159,878 2,736,690 198,311 -535,911  -38,433
2009-10 2,200,779 159,878 2,810,457 203,656 -609,678  -43,778
2010-11 2,200,779 159,878 2,887,061 209,207 -686,282  -49,329

Weekly Student Contact Hour (WSCH) capacity derived from UC Space Analysistables.
Weekly Student Contact Hours divided by the systemwide contact hours per FTE student (13.8).
WSCH derived by multiplying FTES by 13.8.

CPEC headcount projection adjusted for the past five-year average difference between Fall
headcount and annualized FTES.

A wDdpRE

Source: UC 1999a, 1999b; CPEC staff analysis.

Display 4-6, which begins in 1998-99, a year later than the analysis the
Commission undertook for UC Merced, indicates that the surplus of 2,277
FTES has aready disappeared and brought the University to an approximate
match between enrollments and available facilities. In subsequent years, if
the projections hold, that situation can only worsen. Without dramatic
changes, both in construction priorities and in the availability of funding, the
University can expect a capacity deficit of amost 50,000 FTES by 2010

(Display 4-7).
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DISPLAY 4-7 Projected Capacity and FTES Enrollment,
University of California 1998-99 to 2010-11
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Source: UC 1999b; CPEC Staff OProjected FTES Enrollment

If resources are provided, however, it is possible to see how most of the listed
capacity shortfall could be ameliorated. For example, increase capacity at
each of the existing general campuses by 600 FTES per year starting in 2002-
03, up to each campus’'s planned maximum size as specified in its Long-
Range Development Plan, and then adding additional capacity with the open-
ing of UC Merced in the Fall of 2005~ (Display 4-8). It is assumed that the
Merced campus will begin with 1,000 FTES in 2005, then add 800 FTES per
year to reach 5,000 FTES by 2010-11. Through such increases, the projected
capacity deficit of 49,329 FTES in 2010-11 could be reduced to a more man-
ageable, yet till large deficit of 20,778 FTES.

The Commission also assumes that none of these capacity increases can be
created before 2002-03, given the long lead times for capital outlay projects.
Even then, of course, any increase in capacity will be highly dependent on the
availability of capital outlay funds. Since the current bond issue extends only
through 2001-02, a new bond issue will have to be approved by the voters,
probably in 2002, and possibly supplemented by |ease-revenue bonds.

The only other option available to UC is to increase the efficiency of the ex-
isting system. If away can be found to enhance the utilization of the existing
physical plant, or to extend campuses reach through the use of off-campus
centers or technology, it may be possible to further reduce the capacity defi-
cit. Such possibilities are being discussed in all three systems, and were men-

* The Governor's Proposed Budget for 2000-01 calls for opening the Merced campus a year
early in 2004.
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DISPLAY 4-8 Projected Capacity and Enrollment at the
University of California, with Normal Growth
to Current LRDP! Limits, Plus UC Merced
1998-99 to 2010-11

Current/ Current/ Current/

Projected FTES Projected FTES Projected Excess

Y ear Capacity L oad FTES Capacity
1998-99 154,812 155,199 -386
1999-00 155,717 159,210 -3,493
2000-01 155,882 162,870 -6,988
2001-02 155,602 166,686 -11,084
2002-03 159,202 170,705 -11,503
2003-04 163,164 174,820 -11,656
2004-05 165,409 179,115 -13,706
2005-06 170,009 183,586 -13,577
2006-07 174,409 188,294 -13,885
2007-08 178,418 193,185 -14,767
2008-09 182,029 198,311 -16,282
2009-10 185,229 203,656 -18,427
2010-11 188,429 209,207 -20,778

1. Long-Range Development Plan

Source: UC 19993, 1999b; CPEC staff analysis.

tioned directly by the University’s President Richard Atkinson at a meeting
of the Board of Regents in February (UC, 1999c). Although no specific pro-
posals were presented for regental consideration and approval, several cate-
gories of ideas were offered, as shown in Display 4-9.

Five options are shown in this display, but none offers a panacea or some-
thing for nothing. There are no free, or even inexpensive, “fixes’ that will
provide instructional space for the students of Tidal Wave Il. Whether the
State chooses to build buildings, offer instruction through technology, extend
schedules, divert students to less expensive programs, or some combination
of al potential choices, every decision will involve costs. Some ideas, how-
ever, may be less expensive than others.
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DISPLAY 4-9 Policy Changes Capable of Increasing

Campus Capacity
Increased
Headcount
Possible Change Enrollment
A. Increased use of off-campus centers 5,000
B. Use summer sessions more intensively 2,000
C. Expand the instructional day, week, and year N/A
D. Re-evaluate LRDP" limitations 11,0007
E. UC Merced 5,000
Total (Headcount) 23,000
Total (Full-Time Equivalent Students) 21,160°

1. Long-Range Development Plan
2. UC estimate was 10,000 to 12,000 headcount students
3. FTES derived by applying most recent ratio of UC headcount to FTES.

Source: University of California, 1999c.

The first option involves the use of off-campus centers. Such facilities have
been used with great effectiveness in both the California State University and
the California Community Colleges, but never at the University of California
That now appears to be changing, as the University has proposed four centers
to operate between Stockton and Bakersfield as satellites of the proposed UC
Merced. In general, centers have been used to serve isolated populations of
students, to handle overflow at impacted campuses, or for such specia pur-
poses as marine laboratories. They commonly are located in leased quarters
or relocatable buildings that cost far less than on-campus buildings. Dr. At-
kinson believes it might be possible to increase the University’s capacity by
up to 5,000 headcount students by utilizing off-campus centers.

Items B and C on the list are two variants on atheme. The first endeavors to
extend summer sessions, while the second contemplates gxtending regular
term schedules or even reingtituting year-round operations™. The University
anticipates that it may be able to add 2,000 students by extending summer

® The University converted to year-round operations in the late 1960s, but abandoned State-
supported summer quarters in the early 1970s due to recession-induced budget cuts.
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sessions, but has no estimate at the present time for the additiona enrollments
that might be generated by “expanding the instructional day, week, or year.”
Such options will doubtless be analyzed and discussed with increasing fre-
guency in the future, and they could have the effect of increasing capacity by
enough to close most of the gap noted in Display 4-8. These options are not
cost-free. Extending summer sessions, for example, may be feasible only if
the State replaces the current fee-supported courses with State support.
While such a policy would amost certainly attract more students, it could
significantly increase support budget costs.

A full summer term might generate even greater enrollments in the same fa-
cilities, but it could run into its own form of “Catch-22,” which works ap-
proximately as follows:

» If aUniversity campus offers a full curriculum, but is able to attract only
40-50 percent of the enrollment of aregular term — in the 1960s, the Uni-
versity never offered a summer quarter with enrollment above 36 percent
of the fall term — it is certain that average class sizes will fall below the
overal yearly average, thereby reducing the student-faculty ratio and in-
creasing the average cost per student.

» If, to counteract that problem, the University offers only popular courses,
the student-faculty ratio will increase, creating a lower cost per student,
but only at the price of a restricted curriculum. Such a restriction will
give students fewer choices, so many who might like to attend will not be
able to, since the courses they want will not be offered. Ultimately, this
will cause total enrollment in the summer term to decrease, eliminating
one of the primary objectives of year-round operation, a fully enrolled
term with afull curriculum.

Clearly, the final result is a Hobson’s Choice. The University can have a full
schedule with no cost savings, or a restricted schedule with reduced enroll-
ments, but it cannot have full enrollment and a full schedule unless students
and faculty are willing to change current behavior, or unless the ingtitution is
willing to install major financia incentives, which would probably also have
the effect of eliminating any possible savings. In the late 1960s and early
1970s, the net effect seemed to be the creation of a State-supported summer
session to replace a student-supported summer session. When the first
budget shortfall occurred in the early 1970s recession, the Governor and the
Legidlature came to the conclusion that such an arrangement was more than
the State could afford in a fiscaly restrictive climate. It therefore removed
the funding for the University’s summer quarter, with the result that UC re-
turned to traditiona summer sessions. Summer guarters have persisted at
four State University campuses, but enrollments have remained at under 40
percent of fall term levels.

It may be said, “ That was then and this is now,” and the Commission agrees
that ideas that have failed before should not be dismissed out of hand if it can
be demonstrated that circumstances have changed. There may be very rea
sonabl e tradeoffs that should earnestly be considered, some of which may be
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economically feasible. The Commission does suggest, however, that policy
makers consider their options carefully, and not rush into a seemingly effica
cious policy that turns out to be a worse solution than the problem which
gaveit life. To its credit, the University of Californiais currently engaged in
such a study, which should produce recommendationsin early 2000.

The fourth item on Dr. Atkinson’s list was to re-evaluate LRDP limitations.
This can certainly be done on those campuses with current enrollments and
planning ceilings under the 28,000 to 30,000 limit that is generally thought to
be reasonable for UC campuses. Again, however, raising the ceiling does not
produce enrollment capacity at no cost; it just offers the opportunity to build
additional buildings on existing campuses, potentialy creating marginal sav-
ings from building entirely new campuses from the ground up.

Each of these options deserves serious and careful analyses, and doubtless
will be discussed at length in the coming months. As noted elsewhere in this
report, the growth challenge facing California higher education is so serious
that all options will have to be considered.

The California
State University

The California State University manages a total inventory of 27.8 million as-
signable square feet of space on 22 campuses, with the strong probability that
CSU Channel Islands will achieve full college status at some point over the
next few years to become the 23. The State of California is responsible for
about 80 percent of the total, with the remainder consisting primarily of self-
supporting facilities such as residence halls, some physical education facili-
ties, and parking structures (Display 4-2).

As with the other two systems of public higher education, the analysis of
physical capacity in the State University is complex. As noted earlier, cur-
rent space standards only recognize classrooms and teaching laboratories as
determinants of enrollment capacity, in spite of the fact that they represent
only about a fourth of the on-campus space. In addition, some enrollments
are generated in temporary facilities that are generally not counted as part of
the regular or permanent inventory. Another category, and a growing one, is
termed “ Other Earned,” and consists of contact hours and FTES that are gen-
erated outside of classrooms and laboratories, and may not be generated on
the campus at all. These credits may consist of televised courses, individual
study, teacher education field work, or even credits generated in self-
instructional computer labs through the use of packaged, interactive computer
programs. The final category is off-campus centers, some of which are
owned by the system (e.g. Contra Costa, Stockton), but most of which are
leased (e.g. San Francisco, Ventura, Palm Desert, Mission Vi€ o).

Display 4-10 shows the State University’ s permanent inventory as of the cur-
rent year, 1999-00, and the two subsequent years that extend through the life
of the currently authorized bond issue. Thisis a projection of course, but of-
fers a reasonable comparison to the 1998-99 numbers that consisted of per-
manent capacity for 273,295 FTES students on campuses and permanent off-
campus centers, plus another 19,553 FTES generated in the “Other Earned’
category, for atotal capacity of 292,848.
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DISPLAY 4-10 Projected Full-Time-Equivalent Student Enrollment Capacity in the California Sate

University (both funded and requested projectsincluded), 1999-00 to 2001-02

1999-00 2000-01 2001-02
Perma- Perma- Perma-
nent On-  Other nent On-  Other nent On-  Other
Campus Earned Total | Campus Earned Total | Campus Earned Total
Campus Capacity Enroll. Capacity| Capacity Enroll. Capacity| Capacity Enroll. Capacity
Bakersfield 4,558 272 | 4830 4,558 340 | 4,898 5525 408 | 5,933
Channel Islands 0 0 0 0 0 0| 1,200 0| 1,200
Chico 13,175 781 | 13,956 | 13,175 839 | 14,014 | 13,427 885 | 14,312
Dominguez Hills 6950 | 1,395| 8345| 6950 | 1448| 8398| 6950| 1538| 8488
Fresno 14,712 | 1,400 | 16,112 | 14,712 | 1,444 | 16,156 | 14,712 | 1,489 | 16,201
Fullerton 19,186 | 1,005 | 20,191 | 19,220 | 1,049 | 20,269 | 19,838 | 1,093 | 20,931
Hayward 11,989 612 | 12,601 | 12,002 643 | 12,645 12,016 675 | 12,691
Humboldt 6,494 968 | 7,462 | 649% 982 | 7476 6,960 995 | 7,955
Long Beach 23,881 919 | 24,800 | 23,881 945 | 24,826 | 23,881 974 | 24,855
Los Angeles 16,043 958 | 17,001 | 16,043 | 1,079 | 17,122 | 16,022 | 1,196 | 17,218
Maritime Acad. 532 54 586 532 64 596 532 67 599
Monterey Bay 2,385 124 | 25509 2,385 159 | 2544 2,385 193 | 2,578
Northridge 21,926 | 1,310 | 23,236 | 21,926 | 1437 | 23,363 | 20,816 | 1,574 | 22,390
Pomona 13,206 655 | 13,861 | 13,206 697 | 13,903 | 13,206 755 | 13,961
Sacramento 19,221 | 1,600 | 20,821 | 20,548 | 1,631 | 22,179 | 20548 | 1,666 | 22,214
San Bernardino 10,004 781 | 10,785 11,321 820 | 12,141 11,356 854 | 12,210
San Diego 24,767 | 1,663 | 26,430 | 25059 | 1,758 | 26,817 | 25929 | 1,782 | 27,711
San Francisco 18,096 | 2175 | 20,271 | 18,101 | 2,347 | 20,448 | 18,111 | 2,532 | 20,643
San Jose 20,458 | 2,074 | 22,532 | 20,264 | 2,180 | 22,444 | 20,264 | 2,299 | 22,563
San Luis Obispo 15,079 825 | 15,904 | 15,079 988 | 16,067 | 15,170 989 | 16,159
San Marcos 2,328 198 | 2,526 | 3577 215 | 3792 3577 235 | 3812
Sonoma 5,368 647 | 6,015 5,368 664 | 6,032 6,524 687 | 7,211
Stanislaus 5,708 267 | 5975| 5,777 274 | 6,051 | 5,849 283 | 6,132
Totals | 276,066 | 20,683 | 296,749 | 280,178 | 22,003 |302,181 | 284,798 | 23,169 |307,967

Source: California State University, 1999.

As noted above, the Commission has long been concerned about the higher
education facilities/programs “Mismatch Problem.” In A Capacity for
Growth in 1995, the Commission adjusted in the technical capacity figuresto
reflect this mismatch, and consequently made a deduction of approximately
5.0 percent from the permanent capacity figures to reflect the more realistic
inventory that was available for instructional purposes.

In this report, the Commission charged that adjustment to about half the 1995
level, primarily because the intense enrollment pressures pending higher edu-
cation are likely to fill many of the gaps that formerly made it difficult or im-
possible to use facilities at maximum efficiency. While there will still be cir-
cumstances where large classrooms are underutilized and small classrooms
oversubscribed, and others where entire campuses will not reach full capac-
ity, the Commission believes that a small adjustment is warranted. Accord-
ingly, the permanent capacity has been reduced by only 2.5 percent in this
report (Display 4-11 and 4-12). The “Other Earned” category, which is
growing rapidly, has not been adjusted, since it exists independent of class-
room and teaching laboratory space.
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DISPLAY 4-11  Projected Enrollment Capacity in the California
Sate University (Existing Inventory and Fully
Funded Projects Only), 1998-99 to 2010-11

Projected Capacity Per cent
Physical FTES Surplusor  Surplusor
Year Capacity®  Enrollment®  Deficiency  Deficiency
1998-99 286,182 272,200 13,982 51%
1999-00 290,016 276,135 13,880 5.0%
2000-01 295,347 283,853 11,494 4.0%

2001-02 298,390 291,564 6,827 2.3%
2002-03 298,390 299,354 -964 -0.3%
2003-04 298,390 306,939 -8,549 -2.8%

2004-05 298,390 314,502 -16,112 -5.1%
2005-06 298,390 322,075 -23,684 -71.4%
2006-07 298,390 330,658 -32,268 -9.8%
2007-08 298,390 339,290 -40,899 -12.1%
2008-09 298,390 347,674 -49,284 -14.2%
2009-10 298,390 357,191 -58,800 -16.5%
2010-11 298,390 366,807 -68,416 -18.7%

1. Permanent capacity reduced by 2.5% to reflect facility/program mismatches.
2. CPEC headcount enrollment projections adjusted by 76.5% to reflect FTES.
Source: Cdlifornia State University, 1999; CPEC Staff Analysis

DISPLAY 4-12 Projected Capacity and Enrollment in the
California Sate University, 1998-99 to 2010-11

375,000 ~

350,000 -

325,000 -

300,000 -

275,000 {/ |+

g
E
°
c
]
0
|
'_
LL

250,000 ' |;

225,000 - |*

200,000 T T T T T T T T T T T T 7
O © & & @ 6 © & ©® O O N
%C”qjq QQQD 0009 00'\’9 0&,0 0&&0@( 3 00650 0060 N : 00%9 0@:\/ 0"9:\/
~ N v v v v v v v v v v v

OFTES Capacity

Source: California State University, 1999; CPEC Staff Analysis OProjected FTES Enrollment

82



The current CSU capacity is 286,182 FTES throughout the system, which
increases to 298,390 by 2001-02 (Displays 4-11 and 4-12). That latter num-
ber represents not only current inventory, but also all projects that have been
authorized and funded by the Governor and the Legislature, but not yet com-
pleted. From that date forward to 2010-11, it must be assumed that any addi-
tiona inventory will come from new authorizations and funding, which are
reflected in the cost estimates in Part Five of this report.

The State University has indicated on numerous occasions, however, that it
intends to meet the demand. Chancellor Charles Reed has often indicated his
belief that year-round operations, or some form of extended scheduling, may
provide part of the answer. Asnoted in the previous section, the Commission
believes this possibility should be very carefully explored, since it is likely
that the availability of capital funding will not be sufficient to provide a com-
plete solution to the “Tidal Wave Il” dilemma.

As noted in the previous section, the State University is aso advancing its
ASF/FTE program and other initiatives to give campus planners sufficient
flexibility to produce a slight increase in capacity, though probably not in
regular classroom and laboratory instruction, since the space standards for
those facilities aready require very high utilization rates. In the “Other
Earned” category, however, which includes credits earned outside of class-
rooms and labs, it is likely that enrollments will increase, which will have the
effect of increasing total institutional capacity. To illustrate the point, the
CSU database shows a 1999-00 total of 20,683 FTES generated outside of
regular classroom and laboratory instruction (CSU, 1999). Thisis commend-
able, asit represents 7.1 percent of total capacity. In later years, however, the
“Other Earned” FTES rises to over 30,000 FTES and 9.2 percent of total ca-
pacity.

Thereis finally the imponderable of technology. Some of the “ Other Earned”
FTES come from that source, mostly through television, and it is anticipated
that the size of the category will increase dramatically in the coming years. It
is interesting to note that, while on-campus “ Other Earned” increases by only
12.6 percent between 1999 and 2006, the off-campus form of this category
more than doubles from 5,589 to 12,243 FTES. By further extending usage
of the Internet, it may be possible to increase that number even more.

California
Community
Colleges

Every year, each community college district submits a comprehensive five-
year plan to the Board of Governors in Sacramento that contains a wealth of
information about the physical plant of each of the 106 colleges in the sys-
tem, plus numerous off-campus centers. In 1995, and again this year, the
Commission examined those plans, as well as other documents supplied by
the Chancellor’ s Office, to determine how much space is available to conduct
the instructional program, and to determine future plans and the cost of those
plans. In doing so, the Commission has been mindful of the restrictions im-
posed on the analysis by the existence of the current set of space and utiliza-
tion standards. The Commission regards these — the classroom standards in
particular — as outdated and in major need of revision. In the earlier report,
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the Commission made major deductions in the system’ s presumed capacity in
order to derive afigure that more accurately reflected actual capacity. At the
time, when the data indicated depressed enrollments caused by recession-
induced budget cuts, the space standards suggested a capacity surplus of
about 123,900 FTE students. Because of the standards, and additional factors
such as the mismatch problem discussed earlier, the Commission thought it
proper to reduce the technical surplus to atrue surplus of 82,500 FTES.

In the intervening years since the Commission published the Capacity for
Growth report, a number of things have changed. Most important, the en-
rollment surge forecast by the Commission in 1995 has appeared on commu-
nity college campuses, with students filling many of the underutilized facili-
ties and spaces that existed at that time. Thisfirst stage of “Tidal Wave ll” is
now nearly complete, and it has prompted the Commission to make some ad-
justments in its analysis for the coming years.

The first adjustment is to reduce the technical surplus of 123,900 students
reported in 1995 to 108,500 as of Fall 1998. In spite of this, however, the
Commission believes that even this surplus is amost as unredlistic as the
previousfigure. Asnoted in 1995 in the discussion of the mismatch problem:

In a system of 106 colleges serving a State population of over 30
million people, there will always be mismatches between population
density and space availability. The district five-year plans make this
abundantly clear, since the capacity-load ratios in some cases indi-
cate that only half of the necessary space is available on a particular
campus, while others have twice as much as the standards suggest is
required. It isimpossible to determine the true effect of this element
of the “mismatch” phenomenon without a very comprehensive
study, but it probably creates a reduction from perfect efficiency of
at least afourth of the 123,900 FTES surplus (CPEC, 1995b).

To deal with this problem today, the Commission has adopted a slightly dif-
ferent approach. Adjustments were made to the surplus capacity figure rather
than to the entire physical plant, and, in this report, the Commission has ana-
lyzed total capacity and compared it to the projected enrollment levels ex-
pected to appear over the next 12 years. Determining that total capacity, of
course, is the mgor challenge, one that involves a comprehensive under-
standing of space standards.

When the Commission published A Capacity for Learning (CPEC, 1990c), it
recommended a major change in the classroom standard, in part because it
was so demonstrably inconsistent with the way every other institution of
higher education in the United States calculated capacity, and because it
alone accounted for about three-fourths of the listed capacity of the average
community college, a disproportionate weighting. Today, however, it ap-
pears that most institutions of higher education around the country are en-
deavoring to raise their utilization of classrooms and laboratories, and so it is
probable that the major change of a 16.3 percent liberalization of the class-
room standard recommended in 1990 should be adjusted to something less



dramatic in 1999. Here, the Commission has taken a conservative approach
and adjusted the capacity calculation for classrooms downward by 5.0 per-
cent, or a bit less than a third of the earlier recommendation. Thisis almost
certainly less than warranted, but has the advantage of maintaining incentives
to use facilities at their maximum possible rate, plus the additional advantage
of modeling reality more closely than the standard itself. That change results
in the comparison shown in Displays 4-13 and 4-14, with the Commission’s
enrollment projection added to show the need for additional capacity in the
coming years.

DISPLAY 4-13 Comparison of Technical and Real Capacity in the California Community
Colleges, with Projected Enrollmentsin FTES, 1998-99 to 2010-11

Technical FTES Projected FTES FTES Surplusor

Year Capacity Real FTES Capacity Enrollments Deficit
1998-99 996,162 946,354 873,082 73,272
1999-00 999,099 949,144 895,319 53,825
2000-01 1,007,447 957,074 918,186 38,889
2001-02 1,010,148 959,641 941,702 17,938
2002-03 1,010,148 959,641 965,889 -6,249
2003-04 1,010,148 959,641 990,767 -31,126
2004-05 1,010,148 959,641 1,016,357 -56,717
2005-06 1,010,148 959,641 1,042,682 -83,041
2006-07 1,010,148 959,641 1,069,765 -110,124
2007-08 1,010,148 959,641 1,097,629 -137,988
2008-09 1,010,148 959,641 1,126,299 -166,658
2009-10 1,010,148 959,641 1,155,800 -196,159
2010-11 1,010,148 959,641 1,186,159 -226,518

Source: California CCCs, 1999; CPEC Staff Analysis.

As for the other systems, the inventory is held constant after all currently
funded projects are included. The five-year plans include plans for many
other facilities that will increase capacity further, but until those projects are
funded, there is no reason to include them. They will be included, at least
indirectly, in the cost projectionsin Part Five.

The community colleges have a current space surplus sufficient to enroll an
additional 53,825 FTES in the current year. That number compares to the
surplus of about 85,000 FTE students the Commission reported four years
ago, and reflects both the strength of the current enrollment growth trend, and
the fact that capital outlay continues to be underfunded. Within a few years,
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DISPLAY 4-14 Comparison of Capacity and Enrollment in the
California Community Colleges, 1998-99 to 2010-11

it is anticipated that this surplus will disappear atogether if further funding is
not provided. In the longer-term years of the projection, after 2005-06, when
growth accelerates to its maximum rate, the space deficiency will reach seri-
ous proportions.  As the projection indicates, without new capacity space or
other means of accommodating enrollments, the community college system
will have a space deficit of over 83,000 FTES by the 2005-06 year, and a
massive deficit of 226,518 FTES by 2010-11. The cost of reducing that defi-
cit isdiscussed in the next chapter.

I ndependent
and private
degree-granting
colleges

and universities
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In Part Three of this report, the Commission discussed the important role
played by independent and private colleges and universities in California's
higher education enterprise. It noted the sector’s role in professional, gradu-
ate, and teacher education, and its diversity in both its academic programs
and the ethnicity of its students.

For various reasons outlined in that chapter, it was not possible to generate an
enrollment projection for the independent sector that would have the analyti-
cal substance and credibility of the public sector projections. Nevertheless,
the Commission did endeavor to compile a reasonable estimate of the kind of
growth that might be anticipated in the next 12 years (Display 3-41). That
estimate indicated that it is reasonable to expect the independent colleges and
universities to grow by between 75,000 and 130,000 students by 2010. Such
growth suggests that the real impact of Tidal Wave Il enrollment demand is
closer to 800,000 headcount students than the 714,753 students that constitute
the Commission’s official public sector projection.



Such growth begs the question of the independent sector’s capacity to ac-
commodate its likely share of the enrollment surge. The Commission asked
the Association of Independent California Colleges and Universities (AICCU)
to survey its institutions for the purpose of determining how much additional
capacity may actually exist. That survey indicated that the independent col-
leges grew by about 20,000 students between 1993 and 1998, with much
greater growth projected to occur thereafter, assuming the flow of student
financial aid continues. Presently, there appear to be some 23,000 unfilled
spaces in this sector, with the expectation that another 12,300 spaces will be-
come available by 2010. This suggests additional capacity among the inde-
pendents for about 35,000 additional students during the 12-year projection
period of this report. Such undergraduate capacity as does exist in independ-
ent colleges needs to be maintained.

It may be concluded that student financial aid isimportant both as a means of
improving access to independent institutions, and an important public policy
tool for keeping enrollment growth in the public institutions at manageable
levels. Such aid may also encourage the independents to add additional
physical capacity, thereby diminishing the chance of unanticipated impacts
on public sector capacity. The Commission has asked AICCU to provide an
estimate of where unused space may exist, and in what type of institution;
many independent institutions are so specialized (e.g. theological institutions)
that they would be unlikely to enroll students interested in general academic
subjects. Such data may give policy makers a clearer idea of the degree to
which independent institutions may be able to provide any relief from the en-
rollment burdens likely to face public institutions.

Using technology and
telecommunicationsto
enhance student access

The preceding analysis of enrollment demand and institutional capacity re-
vealed that without building new facilities, or using existing ones more effi-
ciently, California's public postsecondary enterprise will be unable to ac-
commodate all of the more than 714,000 additional students expected to seek
enrollment between now and year 2010. Given the estimated price tag of
$1.5 billion per year to maintain and expand the existing physical plant to
accommodate such growth, it is imperative that the Commission continue to
explore and monitor appropriate arrangements and mechanisms that enable
public colleges and universities to operate and deliver high-quality services
and programs more cost-effectively, which in turn, can enhance student ac-
Cess.

Two recent Commission reports -- Moving Forward: A Preliminary Discus-
sion of Technology and Transformation in California Higher Education
(CPEC, 1996), and Coming of Information Age in California Higher Educa-
tion (CPEC, 1997) -- summarized some of the major technology and tele-
communications initiatives underway in California to improve student access
and learning. A number of these are intended to support more productive ar-
rangements that help students be more directed, focused, and proficient in
acquiring and using knowledge while also allowing them greater control and
flexibility in realizing their educational goals more rapidly. More specifi-
cally, higher education institutions have been engaged in:
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+ Upgrading inter/intra campus networks to enable classrooms, laborato-
ries, libraries, and faculty and staff offices to be connected electronically
using cost-effective networking protocols;

+ Expanding distributed learning opportunities (e.g., Internet-based, CD
ROM-based, Digital Cable) that maximize student choice by making
learning |less dependent on time and physical location;

+ Improving teaching and learning through multimedia (e.g., animation,
graphics, video, and sound) instructional materials that can improve high-
level outcomes, such as problem solving, interpreting, synthesizing, and
evaluating;

+ Adapting technology-mediated instruction to better support the learning
needs of students with varying learning styles and preferences or physi-
cally challenging disabilities;

+ Enhancing access to online knowledge and information resources in ava-
riety of media formats through the further development of digital library
systems; and

+ Increasing collaborative partnerships among higher education systems to
improve efficiency and effectiveness in areas such as student services,
human resources, and administrative functions.

Based on the high investment costs associated with such initiatives -- includ-
ing ongoing costs related to technical training, computer and software up-
grades, and administrative support -- the Commission believes that it is
unlikely that higher education institutions will be able to reduce administra-
tive and instructional costs in the near future through effective uses of tech-
nology.

What is possible, however, and what some institutions are beginning to dem-
onstrate, is that technology can and should be used dynamically to improve
the cost-effectiveness of key institutional operations related to educating an
increasing number of new students. It should be emphasized that improving
institutional cost-effectiveness is not necessarily the same as reducing costs
(Bates, 2000). In other words, through careful and deliberate planning of the
technology strategies documented above, it is possible that the same State
dollar investment in higher education instruction can generate enhanced
statewide outcomes related to student access and success. In a future tech-
nology study, the Commission intends to collaborate with both the public and
independent higher education sectors to identify and clarify key performance
indictors that can be used as a policy framework for monitoring progress in
student outcomes associated with important facets of technology-mediated
learning environments and arrangements.
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Counting the Costs:
Capital Outlay Estimates

I ntroduction

The enrollment surge projected in this report isimpressive even for a state the
size of California, and is an order of magnitude greater than the 1995 forecast
contained in A Capacity for Growth (CPEC, 1995). Five years ago, the
Commission projected 12-year growth in public sector enrollments of
455,190 headcount students; this report shows an increase over an identical
period of time of 714,753, a number 57 percent greater than the original pro-
jection.

It is clear that California higher education does not have sufficient facilities
to meet this coming demand, and that the cost of providing those facilities
will be enormous by any historical standard. Among the three public sys-
tems, the University of Californiais aready in a space deficit condition, and
while the California State University and the California Community Colleges
have some excess capacity, al that is currently available should be occupied
in only afew short years. Further, while this“surplus’ space has the effect of
discounting the cost projections discussed below, much of the FTES capacity
it creates may be illusory due to the “mismatch problem” discussed previ-
oudly. In spite of this, the Commission has disregarded most of that difficulty
and assumed that the technical surpluses are largely real (Display 5-1). To do
otherwise would be to drive the capital outlay cost projections even higher
than the remarkable levels they are already projected to reach. It might also
reduce incentives to find ways to use the excess space more effectively.

DISPLAY 5-1 Comparison of Estimated Surplusesin A Capacity for Growth"
(1995) and "Riding the Tidal Wave" (1999)

1995 Report 1999 Report
Estimated Unused FTES Capacity 1993-94 1994-95 1998-99 1999-00
University of California 1,829 273 -386 -3,493
California State Univesity 10,103 11,894 13,982 13,880

Cdifornia Community Colleges 82,500 84,600 73,272 53,825

Total Unused Capacity 94,432 96,767 86,868 64,212

Source: CPEC Staff Analysis

Usable or not, without substantial additional construction, all three systems
will have inadequate space inventories by 2002-03 at precisely the time when
the enrollment surge will be initiating a period of acceleration. Thisisacriti-
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cal issue, since over haf of the enrollment growth projected to occur in the
12-year forecast will appear between 2005 and 2010.

The Commission’s 1995 cost analysis relied heavily on a 1990 report, Higher
Education at the Crossroads (CPEC, 1990), as well as on the actual expendi-
tures at the newest State University campus in San Marcos. For this report,
however, the decision was made to seek a different approach, one that is
more difficult to derive, but has the advantage of greater specificity. The
1995 report, using the Commission’s baseline enrollment projection, pro-
jected that California would need to spend about $1 billion per year on a
combination of new construction for enrollment growth, and the renovation
or replacement of existing facilities. Of that, about 60 percent, or $600 mil-
lion per year, was projected to be needed to maintain an existing physical
plant of over 100 million assignable square feet. At a time when the State
was spending only about $450 million per year for higher education capital
outlay for all purposes, that projection was greeted with some dismay, yet it
has been confirmed broadly by subsequent studies by the three public higher
education systems, as well as the Department of Finance.

Looking ahead, it appears that most of the changes that have occurred since
1995 have militated in favor of even higher costs going forward, for the fol-
lowing reasons:

* Enrollment growth is projected to be even stronger, necessitating the
construction of more facilities than before;

« Many years of deferred maintenance and inadequate capital outlay budg-
ets have accel erated the deterioration of the existing physical plant;

» Legidation, such as the Americans with Disabilities Act, as well as nu-
merous building code changes — particularly in the seismic area follow-
ing the Northridge earthquake — that have all been designed to increase
the health and safety of building occupants, have appeared since the
1995 report;

* The powerful economic boom has produced so much construction work
throughout the State that a growing body of anecdotal evidence suggests
that asignificant rise in building costs has occurred; and

* The “Information Age,” with the advent of the Internet and the revolu-
tion in computers and telecommunications, has hastened the technologi-
cal obsolescence of many buildings, and encouraged planners and ad-
ministrators to recommend projects, primarily in the renovation category,
that will deal with that issue.

For this projection of capital outlay costs, one other assumption is important
to mention. On the average, it can reasonably be assumed that the buildings
and infrastructure in higher education’s inventory have a useful life span of
40 years, after which they need to be renovated or replaced. Not all buildings
wear out at even intervals and there are a'so booms and busts in capital pro-
gramming that impact when real costs are likely to come due. For al three
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systems, it is important to recognize that there were considerable building
booms from the late 1940s through the mid-1960s, until the defeat of a major
bond issue in 1968 marked the end of California’ s extraordinary post-war in-
frastructure expansion. The following decade and a half featured a construc-
tion drought and the “stagflation” era that started around 1970 and ended
about 1984. A great many buildings built between 1948 and 1968 are today
between 30 and 50 years old. By 2008, all of the buildings of that erawill be
in need of repair or replacement; many already are. This suggests the con-
servative assumption that about one-fortieth of the existing inventory needs
to be replaced or overhauled in any given year.

Unfortunately, there is no detailed analysis available of the condition of
higher education’s physical plant. While local administrators and planners
have a general idea of individual campus renovation or replacement needs,
there is no systematic, statewide compilation that can inform the estimate in
this report. Accordingly, the Commission has chosen to project replacement
costs based on the one-fortieth principle -- through 2010-11 -- with the caveat
that it probably represents only afloor of the actual need.

The cost estimates for the next 12 years are shown in Display 5-5. The deri-
vation of those estimates — a few of which are significantly different from
those contained in the 1995 analysis — is discussed below for each of the
three public systems.

University
of California

As stated before, the University of California maintains an inventory of 53.2
million assignable square feet (ASF), of which the State is responsible for
about 33.5 million, or 63.0 percent. Using the one-fortieth principle, a total
of 837,500 ASF per year of that inventory should be replaced or renovated .

As to the costs themselves, the Commission examined the University’s most
recent Budget for Capital Improvements, 1999-2000 to develop an average
cost model. That analysis included 36 projects scheduled over the next five
years, including 23 that involved new construction and 13 for renovation.
Additional projects not included in the analysis included hybrids of both
renovation and new construction or building additions where costs could not
be clearly identified.

Among new UC construction projects, costs varied widely, from as little as
$375 per ASF to as high as $832 per ASF, with an average among those sur-
veyed of $638. Renovation projects ranged from less than $100 per ASF to
over $500, but tended to average $250 per ASF. These variations are due to a
number of factors, including campus location (higher in urban areas), the type
of facility (laboratories cost more than office buildings), construction type
(maor seismic upgrades in multi-story buildings are costly), or proximity to
earthquake zones. After discussing these projections with UC officias, the
Commission concluded that an average of over $630 per ASF for new con-
struction was too high, and would be reduced by factors such as legidative
scrutiny, construction management, scope changes, and competitive bidding.
Accordingly, the Commission accepted a more modest average estimate of
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$525 per ASF for new construction, with a renovation estimate of $240 per
ASF.

The Commission has also assumed that about two-thirds of the projects de-
signed to maintain the existing physical plant will involve lower-cost renova-
tion and not new construction. As a result, maintenance of the existing plant
is assumed to require an average expenditure of $340 per ASF (a hybrid fig-
ure that includes both new construction and renovation). Given the need to
replace 837,000 ASF per year, the University should require $284.6 million
per year.

This number is considerably higher than the 1995 estimate, when the
Commission reluctantly accepted a rough estimate offered by the Office of
the President of $150 million per year. Since then, many circumstances have
changed, including the University’s major effort to seismically retrofit many
older buildings. In addition, the Commission has examined project costs
more carefully, and made certain assumptions about renovation vs. replace-
ment projects. Those changes have provided a more redistic estimate than
the very rough numbers included in 1995, and produce the estimate of almost
$300 million per year for replacement and renewal .

For growth, several assumptions are involved:

e The University will need to create space for 54,009 FTES, plus another
386 FTES (the current capacity deficit), for atotal of 54,395 FTES;

* Of the total growth figure, 5,000 FTES will enroll at UC Merced by
2010;

» There will be no growth in the health sciences, which are held constant
for the duration of this projection at 12,207 FTES;

* The cost of building UC Merced, through the final year of this projec-
tion, 2010-11, will be $400 million or $6,667 per FTES per year for the
12 years of the projection;

* New students will require 140 ASF per FTES. (The current UC inven-
tory approximates about 185 ASF per FTE, however, the average space
per FTES at the Davis, Irvine, Santa Barbara, and Santa Cruz campuses,
according to the most recent University inventory, and excluding health
sciences, is 145 ASF per FTES); and

* The cost for the remaining 49,395 FTES is projected to be $6,125 per
FTES per year for the 12 years of the projection.

With these assumptions, the cost of serving the projected University of Cali-
fornia enrollment growth is $333.5 million per year, including $33.3 million
per year for UC Merced and $300.2 million per year for the eight other gen-
eral campuses. There are no growth costs associated with UC San Francisco,
as it is presumed not to grow for the length of the projection. Maintenance
costs for that campus are included in the $284.6 million aready noted.
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With these assumptions and estimates, the UC total capital outlay need comes
to $618.1 million per year or $7.4 billion for the 12 years of the projection,

including the $400 million for UC Merced (Display 5-2).

DISPLAY 5-2 Cost Assumptions for the University of California

Capital Outlay Estimate, 1998-99 to 2010-11

To Maintain the
Existing Physical

To Provide for

ltem Plant Enrollment Growth
Total Inventory 33,479,422
Annua Replacement/Renovation (1/40) 836,986
Estimated Cost per ASF $340
Estimated Annual Cost $284,575,087
Enrollment Growth, Except Merced 49,009
Excess Capacity -386
Net Total Enrollment Growth 49,395
Needed ASF per FTES 140
Estimated Cost per ASF $525
Estimated Annua Cost $300,180,125
Total Enrollment, UC Merced 5,000
Estimated Total Cost $400,000,000
Estimated Annual Cost $33,333,333
Total Cost for Enrollment Growth $333,513,458

Total Annual Cost $618,088,545

Source: CPEC staff analysis

California State Projected costs for the California State University are considerably less than

University

in the University of California, for a number of reasons:

e The tota inventory for which the State is responsible is currently about

22.3 million ASF, or 11.2 million less than at UC;

e CSU facilities are less expensive to build initialy (renovation costs are

similar);

» The State University has created a considerable amount of additional
space by renovating existing facilities at Fort Ord and Camarillo State
Hospital for the Monterey Bay and Channel Island campuses, respec-
tively. (CSU Monterey Bay renovations have been done exclusively

with federally provided funding.);
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* The State University space surplus is sufficient to accommodate almost
14,000 FTES -- UC has a current deficit -- that is due in part to the im-
plementation of an entirely new, and arguably more efficient space man-
agement system known as ASF/FTE; and

» Because there is no basic research function at the State University, it
generaly needs far less space per FTES (the UC average for the pur-
poses of this projection is 140 ASF per FTES; itisonly 75 in CSU).

For these reasons, and others detailed below, the State University’s total an-

nual need appears to be about $358.7 million (Display 5-3).

DISPLAY 5-3 Cost Assumptions for the California State University

Capital Outlay Estimate, 1998-99 to 2010-11

To Maintain the
Existing Physical To Providefor

ltem Plant Enrollment Growth
Total Inventory 22,313,220
Annual Replacement/Renovation (1/40) 557,831
Estimated Cost per ASF $295
Estimated Annual Cost $164,559,998
FTES Growth (25% of Monterey Bay/Channel Islands') 89,132
Excess Capacity 13,982
Net Total Enrollment Growth 75,150
Needed ASF per FTES 75
Estimated Cost per ASF $390
Estimated Annua Cost 183,178,125
FTES Growth, Monterey Bay (75% of Total Growth)? 3,000
ASF/FTES to be Renovated 100
Estimated Cost/ASF for Renovation $240
Annual Cost, Monterey Bay $6,000,000
FTES Growth, Channel Islands (75% of Total Growth)2 2,475
ASF/FTES to be Renovated 100
Estimated Cost/ASF for Renovation $240
Annual Cost, Channel Islands $4,950,000
Tota Cost for Enrollment Growth $194,128,125
Total Annual Cost $358,688,123

1. For the Channel Islands and Monterey Bay campuses, it is assumed that three-fourths
of the capital projects will involve renovations, with the remainder consisting of new

construction.

2. The 3,000 FTES in growth represents three fourths of the 4,000 FTES total. The remainder

is assumed to be accommodated through new construction.

Source: CPEC staff analysis
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On the maintenance side of the equation, the costs in this report are consid-
erably lower than in 1995, when the Commission assumed only a 30-year
useful life span for existing buildings. That figure may have some merit, but
has now been revised upward to 40 years to be consistent with the assump-
tions for the other two systems. That change, in concert with a closer study
of actual construction and renovation costs, suggests that the State Univer-
Sity’s requirements to maintain the existing plant should now be set at about
$165 million per year rather than the $250 million per year projected in 1995.
That projection is based on a review of the State University’s actual inven-
tory and actual project costs, with the same assumption used for the other two
systems that about one-fortieth of the inventory should be replaced every year
(Display 5-3). Some two-thirds of the projects undertaken to maintain the
existing physical plant will fall into the less expensive renovation category,
the rest involve facility replacement. This assumption produces an average
cost figure of $295 per assignable square foot.

For construction related to enrollment growth, the assumptions are divided
into three categories. the Monterey Bay campus, the proposed Channel Is-
lands campus, and all of the other space throughout the system. A unique
model could be developed for each campus -- and in fact is developed as part
of the annual budget process -- but, for this analysis, only two exceptions
need to be made to the general rule, since both involve circumstances where
CSU has assumed responsibility for existing structures where the primary
need is for renovation.

Thus, where it is assumed that 100 percent of the expansion to accommodate
enrollment growth on the 21 older campuses will be in new construction, it is
assumed that only 25 percent of the expansion at Monterey Bay and Channel
Islands will be new, with the remainder being continuing renovations. It is
also assumed that, while the average ASF per FTES in the system is 75, the
buildings at Fort Ord and the former Camarillo State Hospital facility are less
gpace efficient than regular CSU structures. Accordingly, the Commission
has added the assumption that 100 ASF will need to be renovated per FTE
student at Camarillo and Monterey, rather than the normal 75. Overall, these
assumptions permit a lower cost estimate moving forward for new capacity,
which was the intention when the two facilities where acquired. At both in-
stitutions thus far, the capital costs have been negligible, and should remain
the lowest cost element to provide for growth going forward. Specifically,
the cost to add new FTES at these two locations is projected to cost $2,000
per student per year, compared to $2,438 at the other campuses. The overal
cost for growth is projected to average just under $200 million per year.

California
Community
Colleges

The California Community Colleges are the largest of the three public sys-
tems and is projected to experience the largest numerical growth in students
by a wide margin. Nearly three-fourths (528,918) of the total of 714,753
headcount students projected to be added to California higher education will
attend classes on community college campuses, in the literally thousands of
off-campus operations maintained throughout the State, or both.
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Because the growth numbers are so much larger than in 1995, it is not be sur-
prising that the new cost projection is equally daunting. In the Capacity re-
port, the Commission determined that the community colleges had surplus
capacity for about 82,500 FTE students, but that by 2005, and without new
construction, that surplus would not only vanish, it would be replaced by a
space need for 120,000 FTES. In the current report, the growth is stronger
and the surplus more modest, so much so that it is now estimated that space
will need to be found for 313,077 additional FTE community college students
by 2010-11. The current surplus has been reduced to 73,272 FTES, leaving a
need for new construction or other measures to increase capacity of 239,805.

The community colleges generally require much less space per FTES. The
1998 inventory suggests a ratio, based on 1998 Weekly Student Contact
Hours, of 39 ASF per FTES. This number, however, included a dlightly
lower 1998 enrollment than later numbers now indicate to be warranted. The
larger enrollment figure raises the average ASF per FTESto 41.1.

Further discussions with the Chancellor’s Office suggest that the space being
built now in the community college system should raise the average slightly.
Current projects accommodate new health and safety code changes, as well
as seismic and handicapped access. It islikely that some added space is also
being constructed for technological improvements such as self-instructional
computer laboratories and multi-media classrooms and teaching laboratories.
Estimates are difficult, but the Commission believes that a small upward ad-
justment for these functions is minimally reasonable, and should bring the
average for future construction to 42 ASF per FTE student.

For the cost per ASF element, the Commission reviewed basic information
for over 200 currently underway or proposed projects. From that review, it
was possible to derive average cost figures for community college projects,
which average aimost $370 per ASF for new construction and $213 for reno-
vation.

Assuming various forces will reduce those numbers dlightly as proposals be-
come real projects, the Commission adopted $350 for new construction and
$210 for renovation. These estimates are presented in Display 5-4, where the
accommodation of enrollment growth is presumed to occur completely
through new construction, the same assumption made for the other two sys-
tems with the exception of the special situations in Monterey Bay and Chan-
nel Isands. The growth figure is about triple the estimate offered in 1995
($293.8 million vs. $105 million).

Given the enrollment projections, it should be expected that the estimate
would more than double from that cause alone, but there are other factors as
well, the largest of which is the cost per student change from 1995. At that
time, the Chancellor’s Office and the Commission used a different approach
based on a more limited review that indicated a cost per FTES of about
$10,000. The more comprehensive review of over 200 individual projects
undertaken this year had the effect of raising that number to $14,700. Some
of the difference is attributable to the limited nature of the earlier analysis,
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DISPLAY 5-4 Cost Assumptions for the California Community Colleges
Capital Outlay Estimate, 1998-99 to 2010-11

I 0 Maintain the
Existing Physical ToProvidefor
Item Plant Enrollment Growth

Total Inventory 35,745,938
Annua Replacement/Renovation (1/40) 893,648
Estimated Cost per ASF $260
Estimated Annual Cost $232,348,597
FTES Growth 313,077
Excess Capacity 73,272
Net Total Enrollment Growth 239,805
Needed ASF per FTES 42
Estimated Cost per ASF $350
Estimated Annual Cost $293,761,010
Total Annual Cost $526,109,607

Source: CPEC staff analysis.

but most is probably due to real cost increases caused by the continuing eco-
nomic boom, the greater emphasis on seismic strengthening, health and
safety upgrades in building codes and in legislation, and the need for techno-
logical additions and enhancements.

There is considerable evidence suggesting that the community colleges un-
derestimated their capital outlay needs in previous years. In 1987, the Chan-
cellor’s Office indicated that the system’s total capital outlay need was $65
million per year (CPEC, 1987, p. 2). Other estimates of that time, although
unpublished, placed the estimate at no more than $50 million per year. In
1990, the number increased to $212 million for all purposes (CPEC, 1992, p.
5), and then to $330 million in 1995. In spite of these estimates, total project
regquests were generally much higher — and growing as districts were encour-
aged by the passage of several bond issues — although the actual appropria-
tions remained quite low. The Chancellor’s Office indicates in general terms
that it has a current project backlog of severa billion dollars, although the
specifics depend on many assumptions that are difficult to verify. However,
the estimate of $526.1 million per year for all purposes seems more valid
than any estimate produced previoudly. It isnot a need, in al likelihood, for
which the State will assume complete responsibility, but it does suggest a
reasonable order of magnitude for the total that will need to be spent if the
students of Tidal Wave |l are to ride into an educated future.

Summary

There is a total capital outlay need of about $1.5 billion per year for public
higher education (Display 5-5). Of this, about $681.5 million (45.3%) will be
needed just to maintain that portion of the higher education complex for
which the State is directly responsible. In addition, assuming various ways
are not found to use facilities more efficiently than they are being used at pre-
sent, and allowing for the excess capacity that currently exists at the State
University and the community colleges, space will need to be constructed for
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DISPLAY 5-5 A Summary of Annual Projected Capital Outlay Costsin California's
Three Public Higher Education Systems, (Baseline Enrollment Projection)

Cos to Mantain
Existing Physical Cost to Provide for
System Plant Enroliment Growth  Total Annual Cost
University of California $284,575,087 $333,513,458 $618,088,545
California State University $164,559,998 $194,128,125 $358,688,123
California Community Colleges $232,348,597 $293,761,010 $526,109,607
Totals $681,483,682 $821,402,593 $1,502,886,275

Source: CPEC Staff Analysis

almost 600,000 additional headcount students at a cost of $821.4 million per
year for each of the next 10 years.

California’s government, through the bond authorization contained in Propo-
sition 1A (1998), anticipates the expenditure of about $600 million per year
for higher education facilities, or 40 percent of the need. This ratio is even
worse than the 50 percent the Commission reported in 1995 as the probable
share the State could afford for facilities. That new share, however, is largely
dependent on the strength of the California economy and the revenue accru-
ing to the State General Fund. That analysis is contained in the next part of
this report.
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6

"The Roaring 2000s":
Economic and Fiscal Analysis

Thedifficulty
of economic
forecasting

The 1990s have been a difficult decade for professional economists. For sev-
eral years, actual economic growth has exceeded their consensus projections
by such a wide margin that they have often been criticized roundly, and occa-
sionally even ridiculed. As Robert Kuttner observed:

It's time to hold economists more accountable for their predictions

. In recent decades, economists at both ends of the (political)
spectrum, as well as those in the middle, have had one thing in
common: Most have been profoundly wrong about the economy
(Kuttner, 1999, p. 22).

Recently, the Congressional Budget Office (CBO) published a 20-year record
of its own forecasts of United States Gross Domestic Product (GDP is com-
posed of three elements. consumption, investment, and trade) together with
that of the administration (White House), and those of a select group of “Blue
Chip Forecasters.” This record indicates that the forecasters were reasonably
accurate -- to within half a percentage point -- only about half of the time and
were often wrong by wide margins (Displays 6-1 and 6-2). In addition, they
consistently underestimated the strength of the economy, particularly re-
cently.

The UCLA Business Forecast is among the most respected in the nation. In
1994, UCLA was quite accurate, predicting a 3.3 percent growth rate that ul-
timately came in at 3.5 percent. In 1995, however, UCLA predicted 3.4 per-
cent, but the economy only produced at 2.3 percent. In the next four years,
UCLA joined a group of economists nationwide by severely understating
growth by a full percentage point or more, a circumstance that is in no small
way responsible for the kind of editorial comment offered above (Display
6-3).

In spite of the strong growth trend, the economic forecasts of most academic
and governmental economists tend toward conservative; that may be because
it is more enjoyable to report surpluses in the revisions than to announce
deficits and probable budget cuts. Display 6-4 shows current forecasts from
three sources: UCLA’s annua business forecast from December 1998; the
California Department of Finance (DOF), as developed for the 1999 May
Revision to the State Budget; and the CBO, as published in July 1999. All
three suggest national GDP rates in the range of 2.4 to 2.7 percent, when
more recent rates in the second half of the 1990s have been very close to 4.0
percent. UCLA has, in fact, had second thoughts about its forecasts for the
1999 to 2001 period, and revised them upward:
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Like almost every economist . .

. UCLA forecasters have underes-

timated the resilience of the national economy, which has pushed
into its eighth year of growth with few signs of slowing. Califor-
nia's economic expansion has the additional advantage of being
about two years younger, because it sank further and emerged later
from the nation’ s recession of 1990 and ' 91.

. (UCLA forecasters) are expecting the nation’s inflation-

adjusted GDP .

. . to advance 3.5 percent thisyear. That is a per-
centage point higher than their previous forecast (LA Times, 1999).

DISPLAY 6-1 Comparison of Forecast and Actual Changesin United States Gross
Domestic Product, 1980-81 to 1998-99

Real GDP Forecast
(Inflation Adjusted)
White Economists Net Per centage

Year CBO House Consensus | Consensus Actual Error
1980-81 0.5% 0.5% N/A 0.5% 0.9% 0.4%
1981-82 2.1% 2.6% N/A 2.4% -0.1% -2.5%
1982-83 2.1% 2.7% 2.0% 2.3% 0.8% -1.5%
1983-84 3.4% 2.6% 3.5% 3.2% 5.4% 2.2%
1984-85 4.7% 4.7% 4.3% 4.6% 5.1% 0.5%
1985-86 3.3% 3.9% 3.2% 3.5% 3.1% -0.4%
1986-87 3.1% 3.7% 3.0% 3.3% 2.9% -0.4%
1987-88 2.9% 3.3% 2.8% 3.0% 3.4% 0.4%
1988-89 2.4% 3.0% 2.1% 2.5% 3.6% 1.1%
1989-90 2.5% 3.2% 2.2% 2.6% 2.3% -0.3%
1990-91 2.0% 2.8% 1.9% 2.2% 0.2% -2.0%
1991-92 1.6% 1.4% 1.2% 1.4% 0.8% -0.6%
1992-93 2.6% 2.2% 2.3% 2.4% 2.5% 0.1%
1993-94 2.9% 2.9% 3.0% 2.9% 2.9% 0.0%
1994-95 2.8% 2.9% 2.8% 2.8% 2.9% 0.1%
1995-96 2.4% 2.6% 2.6% 2.5% 2.9% 0.4%
1996-97 1.9% 2.2% 2.1% 2.1% 3.7% 1.6%
1997-98 2.1% 2.1% 2.2% 2.1% 3.9% 1.8%
1998-99" N/A N/A 2.6% 2.6% 3.9% 1.3%

Mean Error 0.9%

1. 1998-99 Economists and Net Consensus Estimates are from the UCLA Business Forecast.

Source: Congressional Budget Office, 1999.
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DISPLAY 6-2 Comparison of Gross Domestic Product (GDP)
Forecasts with Actual GDP Growth, 1980-81 to 1998-99

GDP % Growth
(Inflation Adjusted)
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DISPLAY 6-3 Actual and Projected Real Growth in
United Sates Gross Domestic Product, 1990 to 2001
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DISPLAY 6-4 Forecasts of Annual Growth in Real Gross Domestic
Product by the UCLA Anderson School, the Congressional Budget Office,
and the Sate Department of Finance (Various Periods)
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Source: UCLA Anderson School, 1998; Congressional Budget Office, 1999; Dept. of Finance, 1999.

Surveying Not al economic observers, however, have underestimated the current
the new economy strength of the American economy. Among those who think the recent good
news will continue is Harry Dent, author of The Great Boom Ahead and The
Roaring 2000s, from which the title of this chapter is borrowed, and one of
the principal proponents of the so-called “ new paradigm.”

Writing in 1992, Dent’s predictions for that decade were little short of ex-
traordinary, predicting low inflation, and 3.5 to 4.0 percent real GDP growth
through the 1990s. He aso made several accurate predictions concerning
commodities, technology, the stock market, and increasing federal revenues.
Early in 1998, Mr. Dent published The Roaring 2000s with arefined analysis,
for the succeeding 10-year period, predicting moderately strong economic
growth through 2002, low-inflation, and even stronger growth and productiv-
ity into 2008. He cited the effects of the network revolution and the house-
hold-formation cycle of the next generation (Dent, 1998, p. 295).

Dent’ s views have gained adherents as the economy has continued to surprise
on the upside. Among the best known are market strategists Abby Joseph
Cohen of Goldman Sachs, Joe Battipaglia of Gruntal & Co., and Tom Galvin
of Donaldson, Lufkin & Jenrette. They, along with Dent, attracted the atten-
tion of more mainstream publications. A 1999 editoria in Business Week
entitled “ The New Economy Finally Gets Some Respect” is representative:
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Conventional wisdom can be comforting, but it can be suffocating,
too. For the past three decades, conventional wisdom has held that
the U.S. economy could not grow faster than 2% to 2.5% a year
without setting off inflation. This slow-growth view was institu-
tionalized in Washington by the Federal Reserve, propagated in aca-
demia by economics departments, and evangelized on Wall Street
by forecasters.

In the past few months, a mass conversion has taken place, with
economists and policymakers rejecting slow-growth economics for a
New Economy paradigm . . . . If fresh economic thought requires a
long journey of escape from conventional thinking, as John May-
nard Keynes once observed, then America has just experienced a gi-
gantic intellectual jailbreak (Business Week, 1999, p. 138).

In a 1999 speech to the Gerald R. Ford Foundation in Grand Rapids, Michi-
gan, even Alan Greenspan, Chairman of the Federal Reserve, acknowledged
what he referred to as “this country’s rather impressive economic record.”
He testified then that the U.S. can safely grow at three percent annually over
the long term. Along with others, Greenspan has noted that technology is
among the primary reasons for this extraordinary surge in economic growth.

If Dent and others are right, it is probable that Gross Domestic Product will
show annual gains, in real terms, of 3.5 to 4.0 percent for the next 8 to 10
years, and do so with only modest inflation in the range of 2.0 to 3.0 percent.
Such gains would propel the GDP from its projected 1999 year-end total of
$7.8 trillion to a 2008 total of $10.9 trillion, a 39.7 percent increase. This
would compare to a current projection of $9.8 trillion given the current con-
sensus long-range economic forecast of 2.5 percent annual growth. Over the
nine years involved, a growth rate of 3.75 percent would produce over artril-
lion dollars more national wealth than a 2.5 percent rate. Such productivity
would permit government to consider many choices from program enhance-
ments to tax cuts, and would surely have an impact on both the nation and
Californiathat can barely be perceived today.

Probabilities and
dangers

American economic history includes both periods of prosperity and times of
retrenchment. It is known that the current growth era will end someday.
Dent foresees that the next recession will occur primarily for two reasons:
(2) the current demographic indicators will turn down; and (2) the productiv-
ity boom caused by technology will reach a state of maturity. The demo-
graphic problem will arise as the baby boomers retire and move past their
prime spending years.

There is dso a litany of other possible events that could influence and pro-
foundly affect the nation’s economic stability including war, natural disasters,
and the unintended consequences of various political or economic policy de-
cisions.
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The Commission’s view of the national economy is that the probability of
strong growth through about 2008 is high, and should, therefore, form the
baseline forecast. There is also a likelihood that the latter part of the next
decade will see afaloff in growth, but not a severe recession. Based on this,
the final three years of the economic/fiscal projection contained in this report
show GDP and personal income growth receding from the high rates of the
early decade, but probably still showing increases of 1.0 or 2.0 percent per
year for GDP and personal income (inflation adjusted). That scenario is re-
flected in the California economic and General Fund forecasts that are dis-
cussed in the next section.

California
economic and
General Fund

revenue for ecasts

In 1995, the Commission determined that personal income serves as an effec-
tive proxy for economic growth and is useful in predicting the future course
of the California economy. As persona income rises, more tax revenue is
generated resulting in growth of the State’s General Fund, the primary means
by which State operations are funded. The Commission illustrated the rela-
tionship between personal income and General Fund growth, indicating that
personal income generally grows at a rate faster than the General Fund,
which suggests that the tax structure has the overall effect of shrinking State
government revenues in relation to the economy as awhole.

The Cadlifornia State Treasurer’s 1999 report, Smart Investments, dealt with
many of the issues of concern to the Commission as it considers the long-
range prospects for higher education spending (1999a). Much of the Treas-
urer’s economic projections are based on the DOF projections for the 1999
May Revision to the State Budget (Display 6-5).

It seems likely that the DOF/Treasurer’ s baseline projection is too conserva
tive, based as it is on the assumption that national Gross Domestic Product
will not exceed 2.5 percent per year in real terms. This translates into per-
sonal income and General Fund growth figures for California that are almost
indistinguishable from the Commission’s reported 1995 growth rates. Such
an approach, given the power of the current national economy, and Califor-
nia's strong participation in it, ssems almost certain to understate probable
economic growth and revenues, particularly because the California s primary
boom years may be arriving only now. The growing economic recoveriesin
Japan and other Pacific Rim nations also offer great promise for California
exporters, particularly in technology and agriculture, that should further en-
hance economic growth here.

To provide alternatives to his primary economic and fiscal forecast, the
Treasurer added two more columns to his table. One constituted a low alter-
native that produced $10.3 billion less revenue in 2009-10 than the baseline
of $103.9 billion, and the other a high aternative that produced $11.4 billion
more in the same year (Treasurer, 1999, p. 34). Those options were derived
by decreasing or increasing, respectively, the projected Genera Fund growth
rate from the baseline by 1.0 percent, and showed a range in estimated reve-
nues by 2009-10 from $93.6 billion to $115.3 billion.
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DISPLAY 6-5 Sate Treasurer's Historical and Projected Demographic,
Economic, and Fiscal Data, 1987-88 to 2010-11

Population | Percent| Personal Income |Percent| General Fund | Percent
Fiscal Year?! (000s) Change (000s) Change (000s) Change
1087-88 28,393 N/A $530,968,000 | N/A $33,041,398 | N/A
1988-89 29,142 2.6% 590,962,575 | 11.3% 37,651,878 | 14.0%
1989-90 29,944 2.8% 639,298,496 | 8.2% 38,546,178 | 2.4%
1990-91 30,563 2.1% 653,173,910 | 2.2% 40,563,041 | 5.2%
1991-92 31,187 2.0% 684,675,848 | 4.8% 42,925,671 | 5.8%
1992-93 31,516 1.1% 697,942,194 | 1.9% 42,757,910 | -0.4%
1993-94 31,791 0.9% 718,099,835 | 2.9% 40,527,732 | -5.2%
1994-95 32,063 0.9% 754,269,373 | 5.0% 42,690,000 | 5.3%
1995-96 32,384 1.0% 798,019,676 | 5.8% 46,297,000 | 8.4%
1996-97 32,957 1.8% 846,017,338 | 6.0% 49,210,000 | 6.3%
1997-98 33,506 1.7% 901,981,738 | 6.6% 54,973,000 | 11.7%
1998-99 34,072 1.7% | $961,615,007 | 6.6% | $57,927,000 | 5.4%
1999-00 34,653 1.7% | 1,013,393,082 | 5.4% 62,985,000 | 8.7%
2000-01 35,233 1.7% | 1,060,910,669 | 4.7% 64,579,000 | 2.5%
2001-02 35,802 1.6% | 1,117,751,612 | 5.4% 67,830,000 | 5.0%
2002-03 36,364 1.6% | 1,186,809,309 | 6.2% 71,866,000 | 6.0%
2003-04 36,900 1.5% | 1,260,094,876 | 6.2% 75,754,000 | 5.4%
2004-05 37,372 1.3% | 1,338,102,084 | 6.2% 80,086,000 | 5.7%
2005-06 37,838 1.2% | 1,421,700,798 | 6.2% 84,523,000 | 5.5%
2006-07 38,364 1.4% | 1,510,832,550 | 6.3% 88,991,000 | 5.3%
2007-08 38,894 1.4% | 1,606,101,512 | 6.3% 93,709,000 | 5.3%
2008-09 39,426 1.4% | 1,707,728,584 | 6.3% 98,675,577 | 5.3%
2009-10 39,966 1.4% | 1,815,802,326 | 6.3% 103,905,383 | 5.3%
2010-11 40,508 1.4% | 1,930,197,872 | 6.3% 109,412,368 | 5.3%
Average Annual Growth,
1067.68 10 1996.99 1.7% >:5% 5.2%
Average Annual Growth,
100690 10 2010.11 1.5% 6.0% SA%

1. All yearsare from Treasurer 1999 except 2010-11, which isa CPEC projection

Source: State Treasurer, 1999; CPEC 1999b; CPEC Staff Analysisfor 2010-11.

The Commission’s view of California s economic future centers on three fun-
damental assumptions:

* Regarding personal income, the Department of Finance has projected
nominal (not adjusted for inflation) growth at about 6.2 to 6.3 percent per
year, in current dollars, through 2009-10. Given that real GDP growth
may exceed the modest 2.5 percent per year rate upon which DOF projec-

105



tions are based, the Commission believes it reasonable to increase the
personal income growth rate to 7.0 percent per year through 2008, after
which it is reduced to 6.0, 5.0, and then 4.0 percent to reflect the begin-
ning of the demographic and consumer spending trough referred to in the
previous section.

* It appears that the gap between persona income growth and Genera
Fund growth has narrowed since the Commission’s 1995 report. Based
on that data, it was assumed that the General Fund would grow at a rate
about 1.0 percent slower than personal income growth. The 1.0 percent
gap that emerged from the data in 1995 may have been unduly affected
by the extreme revenue shortfalls caused by the 1990 to 1994 recession.
In the DOF/Treasurer data array, however, the gap appears to have nar-
rowed to about 0.5 percent, which may reflect a more normal historical
relationship. Accordingly, the Commission now estimates that the Gen-
eral Fund revenue growth rate will be 0.5 percent less per year than per-
sonal income growth. Annual General Fund growth is therefore projected
to be about 6.5 percent for most of the years of the projection, falling to
lower ratesin 2008-09 and thereafter.

* |t isassumed that there will be no increases or decreases in tax rates dur-
ing the course of this projection.

These three assumptions underlie the data in Displays 6-6 and 6-7, which
show projected General Fund revenue from all sources of $121.9 billion by
2010-11 with a range between $109.9 and $135.2 billion for that year. The
high and the low are created using the same methodology employed by the
State Treasurer, which was to add or subtract 1.0 percent from the Genera
Fund growth rate each year.

General Fund
spending
assumptions

Display 6-8 shows actual General Fund expenditures from 1985-86 to 1997-
98, the most current available estimates for 1998-99 and 1999-00, and projec-
tions thereafter through 2010-11. For the projections, the Commission has
made a number of assumptions relative to the State’'s magjor spending catego-
ries. Theseinclude:

* Health and Human Services: In 1995, the Commission believed that wel-
fare reform would be successful in reducing State costs, as would efforts
to reduce medical costs and estimated annual growth in this category of
3.5 percent. That forecast was accurate: expenditures in this category in-
creased by 3.6 percent in 1999-00 over 1998-99. The Commission now
estimates growth through 2010 of 4.0 percent annually, which is a direct
reflection of the estimated 1.5 percent per year population growth, plus
2.5 percent per year for inflation. Since caseloads continue to fall in a
number of social service categories, it is probable that the welfare side of
the equation may continue to grow modestly at less than 4.0 percent.
However, given the likelihood that medical costs will grow at arate faster
than 4.0 percent for the duration of the estimate, it is reasonable to project
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DISPLAY 6-6 CPEC General Fund Revenue Forecast, 1998-99 to 2010-11 (Millions)

Baseline

Per sonal Percent |General Fund| Percent Low High
Y ear Income Change Revenue Change | Alternative | Alternative
1998-99" $961.6 6.60% | $58,603.0 6.60% | $58,603.0 | $58,603.0
1999-00" 1,028.9 7.00% 64,5739 | 10.19% | 64,573.9 64,573.9
2000-01 1,100.9 7.00% 68,771.2 6.50% 68,125.5 69,417.0
2001-02 1,178.0 7.00% 73,241.4 6.50% 71,872.4 74,623.2
2002-03 1,260.5 7.00% 78,002.0 6.50% 75,825.4 80,220.0
2003-04 1,348.7 7.00% 83,072.2 6.50% 79,995.8 86,236.5
2004-05 1,443.1 7.00% 88,471.9 6.50% 84,395.5 92,704.2
2005-06 1,544.1 7.00% 94,222.5 6.50% 89,037.3 99,657.0
2006-07 1,652.2 7.00% | 100,347.0 6.50% 93,934.3 | 107,131.3
2007-08 1,767.9 7.00% | 106,869.6 6.50% 99,100.7 | 115,166.2
2008-09 1,873.9 6.00% | 112,747.4 5.50% | 103,560.3 | 122,652.0
2009-10 1,967.6 5.00% | 117,821.0 | 4.50% | 107,184.9 | 129,397.8
2010-11 2,046.3 4.00% | 121,944.7 3.50% | 109,864.5 | 135,220.7

é‘r’ljnzgeep‘””“a' 6.50% 630%  538%  7.22%

1. 1998-99 and 1999-00 Genera Fund figures are current budget estimates.

Source: Department of Finance; State Treasurer; CPEC 1999b, Display 7; CPEC Staff Analysis.

DISPLAY 6-7 Projected General Fund Revenues, with High
and Low Alternatives, 1998-99 to 2010-11 (Millions of $)
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annual increases in Health and Human Services expenditures of 4.0 per-
cent at least through 2007-08. In the final three years of the projection,
however, when the economic downturn is expected, it is normal for health
and welfare costs to increase as the unemployment rate rises. Display 6-8
consequently shows an increase in this category in the last three years.

DISPLAY 6-8 Actual and Projected General Fund Expenditures, 1998-99 to 2010-11

Year

Health

and

Human Services

Corrections

K-12 Education

Higher Education

All Other

Amount
(000s)

Pct.
Chg.

Amount
(000s)

Pct.
Chag.

Amount
(000s)

Pct.
Chag.

Amount
(000s)

Pct.
Chg.

Amount
(000s)

Pct.
Chag.

Totals
Amount

(000s)

1985-86
1986-87
1987-88
1988-89
1989-90
1990-91
1991-92
1992-93
1993-94
1994-95
1995-96
1996-97
1997-98

$8,642,978

9,556,523
10,379,328
11,312,015
12,478,312
13,376,846
13,680,048
13,084,495
13,282,325
13,957,020
14,263,715
14,828,234
14,625,926

14.5%
10.6%
8.6%
9.0%
10.3%
7.2%
2.3%
-4.4%
1.5%
5.1%
2.2%
4.0%
-1.4%

1,373,007
1,645,352
1,879,440
2,026,807
2,450,998
2,666,939
3,049,195
3,032,628
3,383,337
3,624,756
3,946,020
3,799,023
4,127,806

31.2%
19.8%
14.2%
7.8%
20.9%
8.8%
14.3%
-0.5%
11.6%
7.1%
8.9%
-3.7%
8.7%

11,072,393
12,244,864
12,632,358
13,843,233
14,681,692
14,265,442
16,416,016
16,266,088
14,480,796
15,532,954
17,790,572
19,893,422
22,080,127

11.4%
10.6%
3.2%
9.6%
6.1%
-2.8%
15.1%
-0.9%
-11.0%
7.3%
14.5%
11.8%
11.0%

4,517,889
4,785,018
5,111,825
5,417,106
5,576,085
5,832,544
5,831,201
4,920,325
4,680,629
5,102,161
5,531,092
6,180,055
6,624,546

10.7%
5.9%
6.8%
6.0%
2.9%
4.6%
0.0%

-15.6%

-4.9%
9.0%
8.4%

11.7%
7.2%

3,168,339
3,223,079
3,266,167
3,575,758
4,219,149
3,929,490
4,326,899
3,520,899
3,128,835
3,737,212
3,861,692
4,325,297
5,326,195

2.2%
1.7%
1.3%
9.5%
18.0%
-6.9%
10.1%
-18.6%
-11.1%
19.4%
3.3%
12.0%
23.1%

28,774,606
31,454,836
33,269,118
36,174,919
39,406,236
40,071,261
43,303,359
40,824,435
38,955,922
41,954,103
45,393,091
49,026,031
52,784,600

1998-99
1999-00

16,334,900
16,920,262

11.7%
3.6%

4,556,542
4,738,682

10.4%
4.0%

23,772,452
26,418,191

7.7%
11.1%

7,438,091
8,011,861

12.3%
7.7%

6,477,169
7,643,005

21.6%
18.0%

58,579,154
63,732,001

2000-01
2001-02
2002-03
2003-04
2004-05
2005-06
2006-07
2007-08
2008-09
2009-10
2010-11

17,597,072
18,300,955
19,032,994
19,794,313
20,586,086
21,409,529
22,265,910
23,156,547
24,082,809
25,046,121
26,047,966

4.00%
4.00%
4.00%
4.00%
4.00%
4.00%
4.00%
4.00%
4.00%
4.00%
4.00%

4,999,310
5,274,272
5,564,356
5,870,396
6,193,268
6,533,898
6,893,262
7,272,391
7,708,735
8,209,803
8,784,489

5.50%
5.50%
5.50%
5.50%
5.50%
5.50%
5.50%
5.50%
6.00%
6.50%
7.00%

28,531,646
30,814,178
33,279,312
35,941,657
38,816,990
41,922,349
45,276,137
48,898,228
52,443,349
55,852,167
59,203,297

8.00%
8.00%
8.00%
8.00%
8.00%
8.00%
8.00%
8.00%
7.25%
6.50%
6.00%

8,512,602

9,044,640

9,609,930
10,210,551
10,848,710
11,526,754
12,247,177
13,012,625
13,760,851
14,517,698
15,243,583

6.25%
6.25%
6.25%
6.25%
6.25%
6.25%
6.25%
6.25%
5.75%
5.50%
5.00%

8,025,155
8,426,413
8,847,734
9,290,120
9,754,626
10,242,358
10,754,476
11,292,199
11,743,887
12,096,204
12,338,128

5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
4.00%
3.00%
2.00%

67,665,786
71,860,458
76,334,326
81,107,038
86,199,680
91,634,888
97,436,961
103,631,990
109,739,631
115,721,993
121,617,463

Source: CPEC, 1999b; CPEC Staff Analysis.
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Youth and Adult Corrections. In 1995, State prison populations were es-
calating rapidly. There were major funding increases in the 1980s, some
as high as 20 to 30 percent in a single year, which led the Commission to
then forecast double-digit growth in that spending category through 2005-
06. Since then, the pressures in this budgetary category appear to have
diminished and, since there is a known corollary between strong eco-



nomic growth and reduced crime rates, it now seems more likely that the
Correction’s budget will return to more normal growth rates over the next
decade. Accordingly, the Commission has reduced the estimate in that
category to 5.5 percent per year through 2007-08. After that, and in a pat-
tern similar to the Health and Welfare category, Y outh and Adult Correc-
tion spending should increase again (Display 6-8).

K-12 Education: Thisisthe largest General Fund spending category, one
that is governed almost entirely by the intricacies of Proposition 98 with
its three complex “tests’ of fiscal support. Among these criteria, the most
crucial, and most commonly applied, is Test 2, which gears support for
the K-12 sector to a combination of growth in enroliments and California
personal income, with Genera Fund support offset by property tax re-
ceipts. Because enrollment growth is a function of population and, when
it is added to the Commission’s projection of personal income, and prop-
erty taxes estimates are included, it is possible to derive a growth rate that
should reasonably approximate future State expenditure obligations. That
rate through 2008 is estimated at 8.0 percent per year. In the last three
years of the projection period, however, the rate is reduced somewhat to
reflect the probable demographic and economic decline discussed earlier.

Higher Education: The University of California and the California State
University are currently discussing the possibility of establishing a part-
nership with Governor Davis. The first compact, with then Governor
Wilson, guaranteed annual spending increases of 4.0 percent, but expired
during the 1998-99 fiscal year. The new partnership, if one is developed,
will almost certainly have to involve greater annual increases, if only for
the reason that enrollment growth is accelerating. In this projection, the
Commission is assuming an annua growth rate of 6.25 percent, which re-
flects a combination of the Commission’s enrollment projection of 2.6
percent per year, and the Higher Education Price Index, which has aver-
aged 3.65 percent per year over the past 10 years.

All Other Sate Spending: Other categories of State spending include the
Legidative, Judicial, and Executive; State and Consumer Services; Busi-
ness, Transportation, and Housing; Resources; and General Government.
Taken together, this is often the most volatile of any of the categories, of-
ten because of fund shifts, wide differences in obligatory payments such
as to retirement programs, changes in debt service as bonds are sold or re-
tired, and various special initiatives. For this projection, and with the un-
derstanding that the year-to-year projections will undoubtedly be quite
volatile, the Commission has chosen an annua growth rate of 5.0 percent,
which is merely keyed to a combination of 1.5 percent annual population
growth, a projected annual Consumer Price Index change of 2.5 percent,
and an additional 1.0 percent to reflect new programs that generally ap-
pear during eras of prosperity. This last category is expected to moderate
or disappear when the economic boom ends late in the decade.
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The Commission’s revenue and expenditure projections suggest that the State
of California will enjoy budget surpluses for every year of the projection
through 2010-11 -- surpluses that should be as great or greater than the multi-
billion surpluses reported in the past several years. It seems plausible that
State budget surpluses could reach as high as $3 hillion in the peak boom
year of 2007-08, and then continue to nearly the break-even point between
revenues and expenditures in 2010-11. Overall, the first decade of the 21%
century could produce total State General Fund surpluses of $32 hillion (Dis-

play 6-9).

DISPLAY 6-9 Comparison Between the Commission's Projections of General
Fund Revenues and Expenditures, 1999-00 to 2010-11 (Millions)

Projected General Projected General
Y ear Fund Revenue Fund Expenditures Sur plus/Deficit
1999-00 $64,573.9 $63,732.0 $842
2000-01 $68,771.2 $67,665.8 $1,105
2001-02 $73,241.4 $71,860.5 $1,381
2002-03 $78,002.0 $76,334.3 $1,668
2003-04 $83,072.2 $81,107.0 $1,965
2004-05 $88,471.9 $86,199.7 $2,272
2005-06 $94,222.5 $91,634.9 $2,588
2006-07 $100,347.0 $97,437.0 $2,910
2007-08 $106,869.6 $103,632.0 $3,238
2008-09 $112,747.4 $109,739.6 $3,008
2009-10 $117,821.0 $115,722.0 $2,099
2010-11 $121,944.7 $121,617.5 $327

Source; CPEC Staff Analysis.

For this report, data available from the Department of Finance is supportive
of the Commission’s optimistic prognosis for the California economy.
Through the first half of the 1999-2000 fiscal year, General Fund revenues
and transfers are growing at an annual rate of 11.2 percent, up for 6.7 percent
in the prior year.

More reinforcement can be found in an Overview of the Governor’s Budget
released by Legidative Analyst Elizabeth Hill on January 14, 2000. The
Analyst observed:
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The budget’s forecast for both the nation and California has im-
proved markedly since the 1999-00 budget was enacted last summer
. However, it does not fully reflect the extraordinarily positive
revenue developments that occurred late last year . . . . Based on
these recent positive trends, our initial estimate is that revenues will
exceed the budget forecast by roughly $1.5 billion in both the cur-
rent year and the budget year, for a two-year total of $3 billion. Our
higher estimate assumes that California’'s economy avoids a serious
slowdown over the next 18 months and that the stock marker avoids
asteep and prolonged retrenchment . . . (Legislative Analyst, 2000).

Summary The Commission believes that its economic and fiscal analysis is modestly
optimistic and, while it cannot be regarded as strictly conventional or the re-
sult of a broad consensus, there are cogent reasons to believe that it is redis-
tic. With both the national and State economies enjoying a prosperity un-
known since at least the 1950s and early 1960s — and perhaps not since the
industrial revolution between 1880 and 1929 — and with clearly identifiable
demographic and technological trends in place, there appears to be room to
believe that the boom that began in 1982, and that showed only a slight inter-
ruption in 1987, and one recession in the early 1990s, will continue for years.

However, it would be a mistake to believe that such conditions are indiffer-
ent, or that the business cycle will not be at work. The current dramatic pros-
perity will end some day, possibly with arecession as severe as the one Cali-
fornia experienced between 1990 and 1994. Thus, the current economic era
is not really the product of the so-called “New Paradigm” as much as the re-
sult of the confluence of the fortuitous circumstances of demographics and
technological productivity. In time, when those drivers have run their course,
the economy will endure a correction of unknown severity.

Such an eventuality should in no way diminish the opportunity this moment
represents. In the 1950s, during the last great economic upswing, California
chose to create an infrastructure in education, transportation, and water that
continues to well serve its people to the present day. In the 1990s, numerous
bond issues have been passed that promise amost a repeat of that era of great
building and expansion. In the 2000s, if the forecasts contained in this and
other reports become reality, California will be presented with another great
opportunity. The extent to which that opportunity may be realized is the sub-
ject of the next part of this report, which discusses California’ s prospects for
new bond issues and debt financing.
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Room to Grow:
An Analysis of Debt Capacity

I ntroduction

Many have observed that education is any society’s most important endeavor.
In California, where over half of the State budget is allocated for its support,
there is a powerful and highly resilient faith among citizens in virtualy all
circumstances that the future depends on the health of the educational enter-
prise.

That faith has been demonstrated repeatedly: in local elections for bond is-
sues and tax overrides, and by statewide election outcomes on issues like
Proposition 98 funding guarantee for the K-14 sector, and multi-billion bond
issues for new schools, colleges, and universities. In the last three decades,
bond issues have occasionally been defeated, primarily during recessions
(November 1990) or times of general economic uncertainty (June 1994), but
most have passed, often by large mgorities. Most recently, in November
1998, the voters approved the $9.2 billion Proposition 1A by a 62.4 percent
majority. A summary of all bond elections since 1972 is shown in Display 7-
1.

DISPLAY 7-1 General Obligation Bond Issues Voted On by

the California Electorate, 1972 to 1998

Amount Amount
Approved Percentin Disapproved Percentin

Election Month/Y ear Purpose (Millions) Favor (Millions) Favor
November, 1972 Community Colleges $160.0 56.9%
November, 1972 UC Health Sciences $155.9 60.0%
June, 1976 Community Colleges $150.0 43.9%
November, 1986 All Higher Education $400.0 59.7%
November, 1988 All Higher Education $600.0 57.7%
June, 1990 All Higher Education $4500 55.0%
November, 1990 All Higher Education $450.0 48.8%
June, 1992 All Higher Education $900.0 50.8%

June, 1994 All Higher Education $900.0 47.2%
March, 1996 K-12/Higher Education® $3,000.0 61.9%
November, 1998 K-12/Higher Education’ $9,200.0  62.4%

1. $2.1Billion for K-12; $900 Million for Higher Education.
2. $6.7 Billion for K-12; $2.5 Billion for Higher Education, to be appropriated from 1998-99 to 2001-02.

Source: Department of Finance, 1999.
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As Cdlifornia looks to its future, it is nearly certain that the electorate’ s faith
in education at al levels will be tested more than once, for the needs pro-
jected in this report are significantly larger than the Commission estimated
only a few years ago. Yet there is also reason to believe that economic
growth will be strong enough to support a renewal and expansion of the edu-
cational infrastructure that will find a parallel only in the building boom that
followed the conclusion of World War 1. That boom lasted for over 20
years, between 1946 and 1968, and it seems likely that current needs will re-
quire an effort no less great.

In this chapter, the Commission examines California’s debt capacity, and the
prospects for passing future bond issues that will permit public higher educa-
tion not only to maintain the quality of its existing physical plant, but to ex-
pand it to enroll the hundreds of thousands of new students who will desire
educational services in the next decade and beyond. In doing so, the Com-
mission is cognizant that debt financing is not the only answer to accommo-
dating the enrollment surge. Other ideas such as greater facility utilization,
technology and distance learning, year-round operations, shortening time to
degree, and private fund raising have all been advanced, and each should re-
ceive earnest consideration. Doubtless, these ideas and others will have an
impact on higher education’s overall capacity to educate students, and some
may ultimately have the effect of reducing the need for new facilities to a
significant degree.

At the same time where new facilities need to be built, or existing infrastruc-
ture upgraded for added safety or to conform with modern technological
standards, few should doubt that additional resources will be required, and
that the primary source of funds available to State government will be Gen-
eral Obligation bonds, possibly supplemented by lease-revenue bonds. The
projected General Fund surpluses make it tempting to consider some pay-as-
you-go financing as well.

There is alogical argument for bond financing that has been persuasive for
many years to a succession of governors, legislators, and voters. Since build-
ings last for an average of 40 years, it isunfair to ask the taxpayers of asingle
year to pay for buildings that may last for several generations. By spreading
out the financing, far more of those who use the buildings will share in the
cost of constructing and maintaining them. The converse argument is that
California will continue to grow indefinitely, and since building costs will
therefore occur every year for as far as anyone can seg, it iswell to avoid the
interest costs by using current resources for capital outlay. Both arguments
have merit and their respective proponents. However, the consensus view to
date is that bonds are the best way to finance construction costs. Accord-
ingly, the Commission believes it will be useful to provide an overview of
California’s ability to finance higher education’s capital outlay needs in this

way.
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A report by the
State Treasurer:
Smart | nvestments

The State Treasurer is empowered by law to raise funds through the sale of
bonds and other debt instruments, and to advise the Governor and the Legis-
lature on the amount of debt the State can reasonably afford to issue. State
Treasurer Philip Angelides issued a June 1999 report, Smart Investments, in
which he offered a comprehensive assessment of both the State's infrastruc-
ture needs, and its ability to finance them. The report’s cover letter offered a
point of view with which the Commission is sympathetic:

It is clear that California must plan now for the dramatic growth pro-
jected to occur in the years ahead and make the investments needed
to accommodate that growth. The State’'s intelligent investment of
its public resources in a manner that supports environmentally re-
spectful, well-planned growth and promotes equality of opportunity
isvital to our sustained economic progress. (Treasurer, 1999a, cover
letter).

According to the Treasurer, as of August 1, 1999, California had outstanding
Genera Obligation bonds — including scheduled interest payments — in the
amount of $25 billion, with another $14.7 billion in voter authorized bonds
that have not yet been sold. In addition, another $10.8 billion in lease reve-
nue bonds remain outstanding, for a total of $35.8 billion in payments to be
made over the next 30 years. To that, another $400 million in bonds sold on
June 9, 1999, should be added to bring the outstanding total to $36.2 billion.
The amortization schedules for the general obligation bonds, the lease-
revenue bonds, and the June 9, 1999 bond sale are shown in Display 7-2 be-
low.

IAnnuaJ Payments(MiIIions)‘

$3,000

DISPLAY 7-2 Amortization of Current State Debt (Total State
Non-Self Liquidating Debt = $36.2 Billion of August 1, 1999)

Source: State Treasurer, 1999b.
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The Treasurer’s report makes an urgent plea for a comprehensive policy re-
view of all capital outlay spending, one that will be driven by a true needs
analysis and not just by funding availability. At the same time, he includes a
number of tables and charts that indicate not only that California has consid-
erable debt capacity, but that past capital spending has been far higher in rela-
tion to total State spending than it is today. As an example, he notes that,
while annual capital spending in 1999 is projected to be just under 3.0 per-
cent of the Genera Fund, it reached a high of aimost 20 percent in 1967 be-
fore dropping precipitously in the subsequent 12 years.

As to current capacity, the Treasurer suggests that debt service payments of
between $4 and $6 billion annually might be possible under current revenue
projections without permitting such expenditures to exceed 6.0 percent of
General Fund revenues, the limit most bond advisors list as the maximum
allowable without negatively affecting interest rates. He wisely notes, how-
ever, that an increase in debt service payments from the current level of about
4.0 percent to a number between 5.0 and 6.0 percent could create an added
expense to the General Fund of $1 billion or more, which exceeds the entire
surplus in the current year’s expenditure plan. As a result, he suggests that
any increase in debt service from the current level should be undertaken
gradualy, if at all, and with very careful consideration of General Fund reve-
nue projections.

The projections in the Treasurer’s report are taken directly from the Depart-
ment of Finance's revenue projections for the next 10 years -- projections the
Commission believes are unduly conservative, as noted previoudly. His re-
port does, however, offer aternatives that increase or decrease Genera Fund
revenue by 1.0 percent per year over the 10 years of the projection, which
produces a range of additional debt capacity of between $27.5 billion (low
Genera Fund revenue estimate) to $38.0 billion (high General Fund revenue
estimate). These figures compare to actual capital outlay spending in the
1999-00 year of about $2.1 billion. Therefore, under any scenario, it appears
that additional spending is plausible.

The Treasurer’'s report concludes by arguing in favor of a constitutional
amendment to reduce the current two-thirds majority for approval of local
bond issues to a majority vote. Legislation to accomplish this purpose — Sen-
ate Constitutional Amendment No. 1 (O’ Connell, et al) — will be considered
by the Legislature during the 2000 legidlative session for placement on the
November 7, 2000 statewide election ballot. An initiative, Proposition 26,
was on the March 2000 ballot and was defeated.

The Treasurer’s argument in favor reducing the two-thirds majority require-
ment contains some interesting and relevant information concerning local
bonding capacity, and the voters desire to use it:

A full 83 percent of all local general obligation bond and specia tax
measures, and 98 percent of local education bond and special tax
measures, would have passed in the November 1998 genera elec-
tion, had a majority, rather than a “super-majority” vote been re-

116



quired. In comparison, only 43 percent of all local general obliga-
tion bonds and special tax measures, and 56 percent of local educa-
tion bonds and special tax measures received the required two-thirds
“super-majority” vote currently required. Indeed, in last Novem-
ber’s general election, 27 measures received greater than 60 percent
approva but till did not pass due to the two-thirds vote require-
ment.

Since 1994, in six statewide primary or general elections, 71 loca
general obligation bond measures failed despite receiving greater
than 50 percent approval. These electoral defeats represent up to
$5.1 hillion in foregone local bonding authority for schools, col-
leges, parks, open space, flood control systems, and other public fa-
cilities. (Treasurer, 19993, p. 19)

The Commission now projects that California public higher education will
need about $1.5 billion per year, in today’s dollars, to meet al of its capita
outlay needs. As will be seen in the next section, and confirmed by the
Treasurer’s report, it is unlikely that the State can meet all of those needs just
through the sale of General Obligation bonds. A mgority vote provision
would open a mgor source of capital outlay funding for community colleges
that is not currently available, and since support costs are shared between the
State and local districts, it is within reason to believe that capital costs should
be shared to a greater extent than they are at present. Approval of SCA 1 by
the Legislature and the voters would make such a sharing of the burdens of
growth more proportionate.

A projection of
bonding capacity

To produce the analysis for this report, the Commission updated much of the
data found in the Treasurer’s June 1999 report, particularly regarding current
debt levels (Display 7-3). In his report, the Treasurer estimated debt service
at 4.17 percent of General Fund revenues. The Commission places the cur-
rent debt load at 3.8 percent of projected 1999-00 revenues, principally be-
cause the Commission included some minor revenue and transfer payment
sources that were not included in the Treasurer’s report (CPEC, 1999Db, Dis-
play 7). Going forward, this debt percentage will steadily decrease if no fur-
ther bonds are sold and revenues continue to grow, falling to 2.18 percent of
revenues in 2005-06 and then to 1.21 percent in the final year of the projec-
tion, 2010-11.

Additional bonds, however, will be sold, which creates the challenge of at-
tempting to determine how much of the total capital outlay need can be fi-
nanced by bonds. To make that determination, the Commission has created a
projection that includes a number of assumptions (Display 7-5):

* Interest rates will remain at current Ievels.l’-'| Accordingly, the Commis-
sion has assumed that the amortization of all future bonds will match the

! Obviously, interest rates will fluctuate, but to derive this projection, stability must be as-
sumed.
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DISPLAY 7-3 California's Current Debt as a Percentage
of General Fund Revenues, 1999-00 to 2010-11

Projected General Debt asa
Fund Revenue Debt Service Per cent of
Y ear (Millions) (Millions) GF Revenue

1999-00 $64,573.92 $2,455.85 3.80%
2000-01 68,771.22 2,648.12 3.85%
2001-02 73,241.35 2,583.59 3.53%
2002-03 78,002.04 2,455.16 3.15%
2003-04 83,072.17 2,305.04 2.77%
2004-05 88,471.87 2,182.39 2.47%
2005-06 94,222.54 2,057.83 2.18%
2006-07 100,347.00 1,896.77 1.89%
2007-08 106,869.56 1,819.17 1.70%
2008-09 112,747.38 1,767.37 1.57%
2009-10 117,821.01 1,611.13 1.37%
2010-11 121,944.75 1,474.34 1.21%

Source: Treasurer, 1999b; CPEC Staff Analysis

DISPLAY 7-4 Amortization of a $400 Million General
Obligation Bond Issue, 1998-99 to 2029-30

$800,000.0-

$300,000.0-

IAmount (Millions of $)‘

$200,000.0-

$100,000.0

Total Repayment: $709.6 Million

$0.0
N & P

Source: State Treasurer, 1999b.
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amortization schedule of the general obligation bond sale described in the
Treasurer’ s June 9, 1999 statement (Display 7-4).

*  Between 1999-00 and 2010-11, General Fund revenue will be as pro-
jected by the Commission in Display 6-6. Between 2010-11 and 2015-
16, nomina revenue will increase by only 3.0 percent per year, just
dightly above the inflation rate. After 2015-16, General Fund revenue
will increase by 5.5 percent per year through 2029-30, which is about the
historical average.

» Display 7-5 presents simulations of various bond sale scenarios. Col-
umns E, G, and | show debt service levels for bond sales between $4 and
$6 billion per year, with each year adjusted for inflation at a 2.5 percent
rate. In other words, it is assumed that a $5 billion bond sale in 1999-00
will require a sale of $5.125 hillion the following year to achieve the
same result. As another example, by 2010-11, it is assumed that the State
will have to sell $6.6 billion in bonds to have the save effect as a $5 bil-
lion bond sale in the current year.

These assumptions produce an interesting result (Display 7-5). Currently,
Californiais selling about $2 billion per year in bonds. Doubling that — and
adjusted each year for inflation — will cause debt service to rise to no more
than 4.7 percent of General Fund spending at any time over the next 30 years.
If the amount is raised to $5 hillion per year (and increased each year to ac-
count for inflation), debt service rises to 5.3 percent by 2010-11, then to 5.8
percent at its peak in 2015-16, and then declining thereafter (see the italicized
Column H in Display 7-5). At the $6 hillion level, debt service clearly rises
above acceptable levels, to a potential high of ailmost 7.0 percent. Currently,
only New York State has a higher debt service level (9.4 percent as of 1996-
97 — Treasurer, 19993, p. 28).

Many events could alter these numbers and the projections, therefore, will
aways be wrong to some degree. While there is need for constant updating
and adjustment, there is also reason to believe that this smulation is a fair
representation.

The Commission’s 1995 long-range plan included a similar projection that
suggested possible bond sales of $2 to $4 billion per year, with the Commis-
sion concluding that a maximum of $2.5 billion per year could be sold with-
out damaging the State's fiscal integrity. California subsequently decided to
raise a lesser amount through bond financing, while interest rates declined
from those used for the 1995 projection. The result was a debt service rate of
about 4.0 percent instead of the projected 6.1 percent, yet the fundamental
assumption of the 1995 projection, that up to $2.5 billion per year could be
sold, remainstrue.
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DISPLAY 7-5 Smulation of General Fund Debt Service Payments Necessary to Amortize All Current
Debt Plus $5, $6, or $7 Billion Annual Sales (Adjusted Annually for 2.5% Inflation)

A B C D E F G H I J
Debt Debt Debt

Proj ected Serviceon [Total Debt] Service on | Total Debt| Serviceon |Total Debt

General Debt [ Debt asal $4 Billion?| Service as| $5 Billion® | Service as $6 Serviceas

Fund Serviceon| Percent Annual |aPercent| Annual |aPercent]|Billion*An| aPercent
Revenuet | 0ld Bonds{  of GF Sales of GF Sales of GF | nual Sales| of GF

Year (Billions) (Billions)* | Revenue] (Billions) [ Revenue | (Billions) | Revenue | (Billions) | Revenue
1999-00 | $64.6 | $2.456 | 3.8% | $0.134 | 4.0% | $0.168 | 4.1% $0.202 4.1%
2000-01 68.8 2648 | 3.9% 0.480 4.5% 0.600 | 4.7% 0.720 4.9%
2001-02 73.2 2584 | 3.5% 0.827 4.7% 1034 | 4.9% 1.241 5.2%
2002-03 78.0 2.455 3.1% 1177 4.7% 1471 5.0% 1.765 5.4%
2003-04 83.1 2305 | 2.8% 1.528 4.6% 1910 | 51% 2.293 5.5%
2004-05 88.5 2182 | 2.5% 1.882 4.6% 2353 | 51% 2.823 5.7%
2005-06 94.2 2058 | 2.2% 2.239 4.6% 2798 | 52% 3.358 5.7%
2006-07 100.3 1897 | 1.9% 2.597 4.5% 3.246 | 51% 3.895 5.8%
2007-08 106.9 1819 | 1.7% 2.957 4.5% 3.696 | 52% 4.435 5.9%
2008-09 112.7 1.767 | 1.6% 3.320 4.5% 4150 [ 5.2% 4.980 6.0%
2009-10 117.8 1.611 1.4% 3.671 4.5% 4.588 5.3% 5.506 6.0%
2010-11 121.9 1474 1.2% 4.023 4.5% 5.029 5.3% 6.034 6.2%
2011-12 125.6 1.252 1.0% 4.375 4.5% 5.469 5.4% 6.563 6.2%
2012-13 1294 1.103 0.9% 4727 4.5% 5.909 5.4% 7.091 6.3%
2013-14 133.3 0.991 0.7% 5.081 4.6% 6.351 5.5% 7.621 6.5%
2014-15 137.2 0.962 0.7% 5.437 4.7% 6.796 57% 8.155 6.6%
2015-16 141.4 0.904 0.6% 5.795 4.7% 7.244 5.8% 8.693 6.8%
2016-17 149.1 0.872 0.6% 6.156 4.7% 7.695 57% 9.234 6.8%
2017-18 157.3 0.850 0.5% 6.520 4.7% 8.150 57% 9.779 6.8%
2018-19 166.0 0.771 | 0.5% 6.886 4.6% 8.607 | 5.6% 10.329 6.7%
2019-20 175.1 0.703 | 0.4% 7.255 4.5% 9.068 | 5.6% 10.882 6.6%
2020-21 184.8 0.612 | 0.3% 7.626 4.5% 9533 | 55% 11.439 6.5%
2021-22 194.9 0.544 0.3% 8.001 4.4% 10.001 5.4% 12.001 6.4%
2022-23 205.6 0.466 0.2% 8.378 4.3% 10.472 5.3% 12.567 6.3%
2023-24 217.0 0.297 0.1% 8.758 4.2% 10.948 5.2% 13.137 6.2%
2024-25 228.9 0.246 0.1% 9.142 4.1% 11.427 5.1% 13.712 6.1%
2025-26 | 2415 0.195 | 0.1% 9.528 4.0% 11.910 | 5.0% 14.292 6.0%
2026-27 | 254.8 0.170 | 0.1% 9.918 4.0% 12.397 | 4.9% 14.877 5.9%
2027-28 | 268.8 0.145 | 0.1% | 10.311 3.9% 12.889 | 4.8% 15.466 5.8%
2028-29 | 283.6 0.089 | 0.0% | 10.707 3.8% 13384 | 4.8% 16.061 5.7%
2029-30 | 299.1 0.026 | 0.0% | 11.107 3.7% 13.884 | 4.7% 16.661 5.6%

1. After 2010-11, General Fund growth projected at 3% per year through 2015-16, then 5% thereafter.
2. Inflation adjustment raises bond sales from $4 billion to $8.4 billion by 2029-30.

3. Inflation adjustment raises bond sales from $5 billion to $10.5 billion by 2029-30.
4. Inflation adjustment raises bond sales from $6 billion to $12.6 billion by 2029-30.

Source: State Treasurer 1999b for current debt: CPEC Projection for all other.
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Today, with an improved economy, and the prospects for continued strong
economic growth, the $2.5 billion figure can quite easily be raised to a level
of $4.5 to $5 hillion per year in bond sales. Such an increase would, how-
ever, place added fiscal strains on the General Fund, since the additional sales
would quickly add about $700 million in debt-service costs, rising to just
over $1 billion in added costs by 2010. The Commission’s expenditure pro-
jection suggests that, while such an increase is tolerable from a fiscal stand-
point, it would amost certainly involve program sacrifices or foregone initia-
tivesin other areas.

Higher education's
share of capital
spending

In 1995, the Commission included a display that indicated what various State
agencies thought their five-year capital outlay spending needs would be, as
reported in 1994 and 1995. That table indicated that total needs were $5.4
billion per year, excluding transportation; highway construction and related
activities are supported almost entirely by federal funds and gasoline tax
revenues. At the time, the three public systems of higher education projected
their needs at about $1.3 billion per year, somewhat more than the Commis-
sion’s own projection of just over $1 hillion per year.

In this report, a similar table is included as Display 7-6, which also shows
requested funds, but for a 10-year period as reported by the Department of
Finance (Finance, 1999). The numbers are arrayed in a pie chart in Display
7-7. These displays show a number for higher education that is very similar
to the 1995 figure, $13.7 billion for 10 years, or $1.4 billion per year com-
pared to $1.3 hillion in 1995. The Commission believes the actua figure is
$1.5 billion, but it should be remembered that the agencies reporting these
numbers to the Department of Finance did not have the benefit of the Com-
mission’s most recent enrollment projection. In addition, while 10-year pro-
jections tend to be relatively realistic for the first five years, they aimost a-
ways underestimate the second five, since planning for specific projects can-
not normally extend so far into the future. It is important to note also that
these estimates have not been analyzed by the Department of Finance, but
only passed through as received by the agencies in question.

An anomaly in the report is the greater share accorded to higher education
than to K-12, 30.6 percent compared to 19.8 percent. This is the opposite of
what would normally be expected, since Proposition 1A, the $9.2 hillion
bond issue approved by the voters in 1998, provided $6.7 billion to the K-12
sector, but only $2.5 billion for higher education. The answer to this rather
counterintuitive result is threefold: (1) The display only indicates the need for
State funds; (2) the Department of Finance indicates that the real need for
State funds is not $8.9 hillion but $14.1 billion, the difference coming in the
form of bonds that were already authorized, but not yet sold; and (3) local
school districts are required to match State funds 50-50, which moves the ac-
tual need higher still. In 1995, the total K-12 need was estimated at $2.2 bil-
lion per year in State funds, so it is probable that the real need is now closer
to $2.5 billion compared to the $1.5 billion for higher education.
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In 1995, the Commission reported that the Department of Corrections indi-
cated an annual need for $1.4 billion, a figure that has been reduced in the
current estimate to about $950 million. Other areas are also showing dimin-
ished need to the point where the current total State capital outlay projection
is for about $4.5 billion per year, in comparison to the 1995 reported total of
$5.4 billion. In part, the lower number can be attributed to an improving
economy that resulted in the passage of many more local bond issues than in
previous years, but also by the fact that State capital spending in the past four
years in most areas has been higher than in the four-year period leading up to
the 1995 report.

Based on the 1995 numbers, the Commission estimated that higher education
could expect about a 20 percent share of the available funding, since its pro-
jections represented about 20 percent of the need. Based on that estimate,
and the probability that the State could sell no more than $2.5 billion in bonds
per year, the Commission concluded that the State could finance about half,
or $500 million per year, of higher education’s total capital outlay need of $1
billion per year. Since that report, agreat deal has changed.

As noted, the current Department of Finance infrastructure report indicates
that higher education represents 30.6 percent of the reported needs for State
funds. In reality, once the adjustment for K-12 discussed above is included,
the share is reduced to 27.4 percent. Then, when other considerations such as
mass transit and water projects are added, which are under discussion but not
included in the current report, higher education’s real share probably returns
to a level somewhere between 20 and 25 percent of total State needs. Given
a reasonable maximum level of bond sales of $4.5 billion per year for at least
the next 10 years, the total amount of capital outlay funding higher education
might reasonably expect to receive from the State lies somewhere between
$900 million and $1.2 billion per year. Such numbers represent a range of
between 60 and 80 percent of the total need, a considerable improvement
from 1995 when the Commission saw a way to meet only half the need, and
an even more remarkable number given the fact that higher education’ s needs
have increased by 50 percent during that same period of time. It is a wel-
come result of both the nation’s and California's vibrant and resilient econ-
omy.
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DISPLAY 7-6 Ten-Year Capital Outlay Needs as Identified by
Various State Agencies, 1999-00 to 2008-09

Amount Per cent of
Agency (Millions of $) Total

K-12 Education $8,856.7 19.8%
K-12 $8,744.6 19.6%
State Special Schools $96.3 0.2%
State Library $15.8 0.0%
Higher Education $13,678.5 30.6%
University of Cdlifornia $4,703.1 10.5%
Cadlifornia State University $4,264.9 9.6%
California Community Colleges $4,703.3 10.5%
Hastings College of Law $7.2 0.0%
Youth and Adult Corrections $9,486.1 21.3%
Department of Corrections $5,538.3 12.4%

Y outh Authority $577.0 1.3%
Board of Corrections $3,370.8 7.6%
Bus., Trans., and Housing $371.2 0.8%
CalTrans' $0.0 0.0%
Housing/Comm. Development $30.1 0.1%
Calif. Highway Patrol $107.8 0.2%
Dept. of Motor Vehicles $190.3 0.4%
Teale Data Center $43.0 0.1%
Trade and Commer ce Agency $1,100.0 2.5%
Natural Resour cesEPA” $8,980.6 20.1%
Water Resources $2,802.7 6.3%
Parks and Recreation $1,952.6 4.4%
All other $4,225.3 9.5%
Other Govt. Infrastructure $2,161.7 4.8%
Dept. of Mental Health $459.3 1.0%
Dept. of General Services $862.4 1.9%
Military Department $407.4 0.9%
All Other $432.6 1.0%
Grand Total $44,634.8  100.0%

1. CalTrans estimatesits needs at $27.2 hillion over ten years, which is offset

by an estimated $27.6 billion in non-bond revenues ($11.5 billion from motor
vehicle taxes and weight fees, and $15.7 billion in Federal Highway Trust Funds)

2. Environmental Protection Agency

Source: Department of Finance, 1999.
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DISPLAY 7-7 Ten-Year Projected Shares of Capital Outlay Spending
as Reported by the Department of Finance, 1999-00 to 2008-09

Trade/Commerce I

20.1% Resources/EPA

2.5%

Corrections

21.3%

Source: Department of Finance, 1999.

Higher Education |

Bus./Trans./Housing I

30.6%

124




Appendix A

Acknowledgements and L ong-Range Planning
Advisory Committee

The contents, findings, and conclusions contained in this report are solely the
responsibility of the Commission and its staff, but the report has benefited
from the assistance of many people. To produce it, a Long-Range Planning
Advisory Committee was formed that consisted of representatives from the
University of Cdifornia, the California State University, the Caifornia
Community Colleges, the Association of Independent California Colleges
and Universities (AICCU), the Department of Finance, and the Office of the
Legidative Anayst. All of the members of this committee are listed below,
and the Commission extends its gratitude to each and every member of the
committee for their willingness to take time from their busy schedules to act
as advisorsto this effort.

Some, of course, invariably become more instrumental than others in the
success of any effort, and for that reason, the Commission would like to
extend special thanks to several individuals. From the Department of
Finance, Carol Corcoran from the Demographic Research Unit offered
volumes of data and the considerable benefits of her experience and
enthusiasm for the subject. Suzanne Bost, Principal Analyst in the
Department of Finance's Capital Outlay Unit provided invaluable insights
and information, and posed any number of difficult questions that challenged
both the Commission and the institutional representatives. Erik Skinner from
the Legidative Analyst’s Office was aways available to provide data and a
valuable point of view.

From the University of California, the Commission is grateful to Sandra
Smith, Meredith Michaels, Debora Obley, and Carol Copperud, al of whom
participated in the deliberations, and helped refine many of the enrollment
and facility assumptionsin the report.

Patrick Drohan, Assistant Vice Chancellor for Capita Planning at the
California State University, and Jon Regnier, his predecessor in the position,
provided their comprehensive knowledge and wisdom on all matters relating
to campus planning. Their long and difficult endeavors to create a new way
to use space and utilization guidelines that will be better adapted to the
Information Age offered the Commission a point of view that greatly aided
the current effort, and that will doubtless serve California for many years to
come. In addition, this report, and the 1995 Commission report A Capacity
for Growth, would not have been possible without the creativity and
knowledge of Dr. Philip Garcia, then Deputy Director of the Analytic Studies
Division in the Chancellor’s Office. Dr. Garcia s work to create a computer
model to measure student persistence became one of the most important tools
the Commission used to produce the enrollment projections in both the
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current and 1995 reports. For his great efforts, and consistent cooperation
with the authors of this report, the Commission extends its heartfelt thanks.

At the Community Colleges, the Commission is indebted to Chuck Mclntyre,
Director of Planning and Research, for his early inputs to the Commission’s
enrollment analysis; to Fred Harris, Director of Facilities Planning and Utili-
zation, for his consistent cooperation and willingness to secure a compl ete set
of community college district five-year capital outlay plans for Commission
use, to Walt Reno for his help in answering numerous questions, and to Dale
Clevenger for his work on community college inventory compilation.
Thanks are aso due to Dianne G. VanHook, Superintendent/President of the
Santa Clarita Community College District for her willingness to travel to Sac-
ramento for the advisory committee meetings, and her additional willingness
to offer her insights on the joys and burdens of managing a highly successful
community college district.

The Commission also wishes to thank Juan Yniguez, Vice President of
AICCU, who surveyed the independent institutions to determine their current
enrollment capacity, growth prospects, and ability to enroll additional
students over the next few years. His presentation of the results of this effort
to the advisory committee was a highlight of the effort, and informed the
work contained in this report.

Finally, the authors of this report, William L. Storey, Stacy Wilson, Beth
Graybill and Kevin Woolfork, wish to express their persona appreciation to
the many members of the Commission staff who participated as advisers,
editors, data gatherers, compilers, and formatters. These include Charles A.
Ratliff, David E. Leveille, Cheryl Hickey, Daniel L. Parker, and Kimberly
Crittenden. The staff is adso deeply appreciative of the strong and
enthusiastic support it has received from start to finish from Executive
Director Warren H. Fox. The first report in 1995, A Capacity for Growth,
had its genesis in his idea that a comprehensive long-range planning
framework was essential to guide Cadifornia higher education’s future
development, and it has carried through to the present effort. Without his
vision, this effort would not have occurred at all.
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Appendix B

The Function and Purpose of Long-Range Planning

In its 1995 planning report, the Commission included a section it termed
“The function and purpose of long-range planning.” Since the Commission
had never previously discussed its vison of the subject, the narrative
attracted some interest and discussion, so much so that it now seems prudent
some four years later to repeat most of it here, not only because it relates so
closely to the contents of this report, but also because it describes succinctly
one of the Commission's primary responsibilities.

Planning has sometimes been regarded as no more than a common-
sense approach for organizing data and information, financial
resources, human expertise, and the various structures of large
organizations. Within the fiscal or economic arena, planning has
been seen as a way to predict the future based on past trends and a
set of assumptions about future events. Many see it as an activity
one does occasionaly, perhaps every five or 10 years or longer. For
example, the Master Plan for Higher Education in California, 1960
to 1975, is often viewed as the product of a planning effort that has
stood the test of time and that is as valid today as it was some 35
years ago. Other documents dealing with such issues as structure
and governance, student fees and financial aid, enrollment growth,
faculty and staff compensation, physical facilities, and other
subjects, are sometimes seen as plans when they are really nothing
more than a discussion of contemporary issues.

Because there is often confusion about what planning is, and is not,
it may be useful to consider a number of elements that should
characterize any well conceived planning process. At a minimum,
they include the following considerations:

1. Planningisadiscipline.

The Society for College and University Planning, which is the
premier higher education planning organization in the United States,
describes the discipline of planning this way:

. . . planning is a mental construct used to describe a broad
variety of concepts and processes. It carries multiple
meanings.  Planning includes both the identification of
objectives and the systematic organization and integration of
information and other resources. Its nature can be strategic,
focusing on organization mission and environment. It can also
be operational, focusing on the achievement of mid-level goals
and objectives (SCUP, 1991, p. 5).
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Increasingly, the general perception of planning as a common-sense
approach to organization is changing to a new perception where
planning is a knowledge area, an academic discipline with its own
base of data and information (e.g. economic reports, fiscal analyses,
enrollment data, etc.), an assortment of techniques that have proven
to be useful as organizational principles (e.g. focus groups,
modeling, futurism, environmental scanning), and a defined set of
tools (e.g. computers, statistical software packages, networks). As
the idea of planning as a knowledge area has grown, it has evolved
into a discipline of its own, in the same sense that mathematics,
psychology, English literature, or history are disciplines. Having
said that, however, it should quickly be added that while all sciences
are disciplines, not all disciplines are science, and one of those that
isnot is planning.

Although the tools and techniques used by planners are improving in
both their utility and precision, planning remains, and will always
remain, more art than science. As such, it isimportant to remember
that planners do not attempt to predict the future, but to consider a
range of probabilities that may shape it. Prediction is far more the
province of those who create budgets with specific caseloads and
dollar appropriations to which agencies are expected to adhere.
Plannerstake alonger view.

2. Planning isaway to think creatively about the future.

Of necessity, most of the time required to administer large
organizations is devoted to short-term considerations. There are
budgets to develop and approve, personnel to manage, and a host of
other tasks that require immediate attention. Yet any organization
that considers only its day-to-day chalenges may eventualy find
itself adrift, perhaps having lost the forest for the trees. To take an
agricultural example, a farmer is able to plow his fields in straight
lines because he keeps his eyes on a point in the distance. If he only
looked at the ground directly in front of the tractor, he would find at
the end of the day that the furrows were more winding than straight.
Similarly, managers and administrators need to stretch their vision
for some distance into the future, and to consider possibilities and
potential circumstances that may be far removed from immediate
concerns,

Planners encourage policy makers and others to stretch their
thinking, to consider alternatives that may not occur for some time,
but which may require immediate attention. Physical plant
development is one example of aresponsibility where along view is
mandatory. Those engaged in planning may not know the final
configuration or architectural style of a proposed building, but by
examining enrollment projections, curricular needs, and potential
fiscal resources, for example, a creative process ensues that will



eventually position the necessary resources in the right place at the
right time.

3. Planning is a way to provide advance warning of problems that
need to be addressed.

Because planning is a way to think creatively about the future, to
stretch people’s thinking in new directions, it also represents a way
to identify problems long in advance of the time when they will
need to be resolved. If, for example, a surge in enrollments is
probable beginning five years in the future, . . . steps can be taken
now to provide necessary facilities and funding to accommodate
them. Further, a sound planning process may suggest aternative
ways to serve students, prompt a needed re-examination of program
duplication, lead to better uses of technology or different course
scheduling systems, or indicate that alternative sources of revenue
will have to be found. Were it not for the planning process, it is far
more likely that events will control the managers, rather than the
other way around. Control of events at any time is difficult, but a
well-articulated planning process can make some elements of the
future far more manageable than would otherwise have been the
case.

Good planning can aso provide guideposts for when decisions need
to be made, and establish a specific agenda for dealing with
problems that are likely to occur; such guideposts create decision
frameworks, which create order. As an example, the Coordinating
Council for Higher Education -- and now the Cadlifornia
Postsecondary Education Commission -- have throughout the history
of both agencies been responsible, in the words of the Master Plan
Survey Team, for advising the Governor, the Legislature, and the
higher education systems on such matters as differentiation of
function, the appropriateness of programs, and the “development of
plans for the orderly growth of higher education...” Through the
Commission’s planning function, higher education’s growth, and
even its occasiona retrenchment, has been more orderly, and the
Commission continues to provide advice and counsel concerning the
time frame for important decisions.

4. Planning is a way to organize data and information into useful
forms.

With the advent of the computer, the photostatic copier, the fax
machine, and any number of other devices, the amount of available
data has multiplied exponentially. Now, the Internet . . . and the
“World Wide Web,” in concert with new and more powerful
personal computers, are promising a data explosion unimagined only
afew years ago. For some, that “promise” constitutes a danger, for
there is an increasing probability that the sheer volume of data may
overwhelm those for whom it is intended to be useful. Anyone who
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has “surfed the Internet” can report that while there is a tremendous
amount of useful information on it, attempts to find specific items of
information are often frustrated by the sheer size and complexity of
“web technology.”

Planners are well aware of the fact that not all data represent useful
information, and that it is useful information that is needed more
than ever. That fact constitutes a powerful challenge, for while any
planning document can contain mountains of data, those data may
not be helpful to decison makers. It is part of a planner’s job to
organize the mountain in such a way that useful decisions can
emerge, and to make reasoned judgments about both the validity of
the data and its relevance within a specific context. The fact that
something is true does not necessarily make it useful.

5. Planning encourages people to consider the interrelationships
between people and resources.

While planners must be concerned with data, one of their primary
functions is to interpret the meaning of data for policy makers. In
higher education, enroliments represent data, but in a planning
process, the historical numbers must be projected into an uncertain
future, and that process can involve numerous assumptions about
human behavior, resource availability, physica facilities,
organizational mission, and other factors. Any long-range plan that
has been thought through to a reasonable conclusion will discuss the
relationships that exist, or could exist, among many factors, and
between different permutations of those factors. The planning
process itself will engage people from different parts of the
organization or system. It will encourage them to consider a range
of possibilities, aways remembering that planning is not just a
procedure for analyzing numbers, but a process for creating change
that will affect the lives of real people.

In the analysis contained in this report, the enrollment projections
measure the demand for higher education services -- particularly at
the undergraduate level -- based on both historical trends and
various reasoned assumptions about rates of participation, transfer,
and continuation. Y et the projection itself does not constitute a plan,
but only a stage in the planning process. The next stage in the
process is to relate the numbers to the availability of resources,
which involves a consideration of physical capacity, support
budgets, General Fund revenues and expenditures, bonded debt, and
construction costs. All of this ultimately coalesces around a series
of conclusions and options that relate the people who will desire
services to the availability of the resources. From there, policy
options will emerge that will eventually lead to specific decisions.

6. Planning isadynamic process.



It is an axiom of planning that all plans must assume environmental
stability, which never occurs. The reason it must be assumed is that
planners cannot, and do not attempt to, predict the future. The
prediction of future events may be the job of prophets and seers, but
it has no place in the job description of a planner. Higher education
planners can be reasonably confident, for example, that over the
course of a 10-year plan, periods of strong and weak economic
growth will occur that will affect the flow of fiscal resources and
thereby produce actual enrollments that are higher or lower than the
long-range enrollment projection. Since they cannot predict when
such events will occur, however, they must assume a more or less
stable economic landscape. There may aso be totally unforeseen
events, such as natural disasters, that will affect the assumptions of a
plan, but there is no way to integrate such possibilities into the plan
itself.

Because the future is inherently unstable -- yet must be assumed to
be stable for planning purposes -- it is essential that planning be a
continuous or dynamic process, one that is constantly fine tuned and
adjusted as events unfold. It is a serious error to assume that any
long-range plan will be followed in all of its particulars for the entire
gpan of its view, a span that usually encompasses a 5, 10, or 15-year
period. As noted earlier, plans are valuable because they encourage
people to consider future possibilities and aternatives for which
actions need to be taken in the present; but, since the future is not
known, the plan itself must be capable of adjustment and periodic
renewal. Accordingly, planning processes should be continuous,
and while short-range -- one or two years -- budgetary and other
decisions should aways be made with reference to a long-range
plan, the long-range plan should be considered as more of a
guideline than a prescription. When guidelines, or long-range plans,
become prescriptive, the dynamism of the planning process often
fails, and administrators and policy makers substitute the expedient
and commonplace for the thoughtful and creative (CPEC, 1995b, pp.
15-19).

These ideas have guided the Commission’s thinking for at least the past ten
years, and may well shape it far into the future. They are central to what any
statewide long-range planning agency must consider to be part of its charge.
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Appendix C

Methodology of the Projections

The Univer sity of
California and the
California State
University

The Commission's 1999 Enrollment Demand Model is based on the
premise that the majority of undergraduate students expected to be
enrolled in the University of California and the Cadlifornia State
University in year 2010 have not yet begun their college careers. Because
most University of California undergraduates either graduate or leave the
University permanently within seven years, the University’ s enrollment in
year 2010 is assumed to consist of all continuing students who will begin
matriculation in year 2003 or later. Because the State University enrolls
significant numbers of part-time working adults, and because these
students usually graduate or permanently leave the University within
eight years, the State University’s enrollment in year 2010 is expected to
consists of al continuing students who will begin matriculation in year
2002 and later.

The Commission made analytic judgements in estimating the future
participation rate of various groups of first-time freshmen and transfer
students, and then incorporated these rates, along with the most current
information available on college persistence and graduation patterns, into
a series of life-tables to ssimulate the likely enrollment life-span and
history of undergraduate students from entry to final departure from an
ingtitution.  The resulting long-range enrollment demand estimates,
covering the out years 2005 to 2010, were compared against each
system’s current undergraduate population base to derive an annual
average compounded change rate that was applied over the immediate
five-year period, 1999 to 2004. The Commission's model controlled for
four major sources of variation in enrollment demand: racia/ethnic
group, age-group, level of admission (freshmen or transfer), and college
preparation (regular admit or special action admit). Based on the
interaction of these four variables, a total of 560 life tables were required
to project enrollment demand for these two systems.

California
Community
Colleges

To estimate Community College enroliment demand, the Commission
analyzed historical community college rates by ethnic-racial group and
age group. Because the Community Colleges reporting system changed
in 1990 from a census count to a term-end count, it was necessary for the
Commission to covert its community college database from a census
headcount to a term-end count so that participation rates calculated by
Commission staff would match participation rates calculated by the
Chancellor’'s Office and the Department of Finance. The historica
community college participation rates were computed by dividing age-
specific and racial/ethnic-specific enrollments by the corresponding
California population cohort. In setting future rates, the Commission
considered pertinent factors related to educational equity, systemwide
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strategic planning initiatives, intersegmental compacts, and the economic
and labor market needs of the state.

In general, the Commission’s community college forecast shows
participation rates among the primary college age groups (i.e., 18-19, 20
to 24, and 25 to 29), across all ethnic-racial groups, increasing moderately
throughout the projection period.

Validity and
reliability of the
Commission's
model

Validity is commonly referred to as the extent to which a model or
instrument measures what it purports to measure, while reliability refers
to the consistency of measurement. According to the American
Psychology Association, validity is not a characteristic of a model or
instrument per se, but rather a characteristic of an interpretation drawn
from a model for a particular educational purpose. Because the
Commission uses the results from the enrollment demand study to draw
major inferences regarding capital outlay and physical construction needs
of the state’'s higher education enterprise, it is important to collect and
anayze information regarding the validity and reliability of its enrollment
model.

One form of validity and reliability can be established by examining the
extent to which the Commission’s past projections were correlated with
actual enrollment levels. As revealed previously in Display 2-3, the
Commission’s 1995 enrollment estimates proved to be very reliable in
comparison to actual higher education enrollments for the period, Fall
1994 to Fall 1998. For example, the difference between Fall 1998 total
undergraduate enrollment of 1.88 million and the Commission’s Fall
1998 estimate of 1.89 million was about two-tenths of a percentage point.
Moreover, the Commission's model yielded consistent and reliable
enrollment estimates across each of the three public postsecondary
systems, and no single projection overestimated actual enrollment by
more than 1.60 percent in any year.

In the future, the Commission intends to conduct several validity studies
to examine the interrelationship among various facets of its enrollment
model.
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